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• Jaaskit^ainin, V. Growth of Earnings and Dividend Distribution 

Policy . 

• Jfnsen, N. E. An Introduction to Bcrnoiillian Utility Theory. 

• Nasllnd, B. An Effect of the New Tax on Common Stock in Sweden .. 


• SiLiiFus'iEiN, S. M. A Note on the Patterns of the Pioduction System 
Sweden ... . 


m 


Tijdschrift voor Economic, Vol. 12, No. 3, 1967 

Van Bhahant, J, M. Reflections on Soviet Attempts Toward the Con¬ 
struction of an Olijectivc Function for Multi-period Planning 

El Triraestre Economico, Vol. 34 (4), No. 136, Oct.-Dec. 1967 

Geobcescu-Rocen, N. Teoiia Econ6mica y Economia Agraria 

Masson, F, and Tiiedeuge, J. Necesidades de Capital Externo y Desar- 
rollo Economico: El caso de Argentina 

Parra-Pe.na, I. El Sector Publico y un Crecimiento con Desequilibrios: 
El caso de Colombia 

Street, J. H. Estructuras e Instituciones; Un Puente Hacia la Teoria 
del Desarrollo 
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University of Missouri Bu^ness and Government Review, VoL 8, 
No. 5, Sept-OcL 1967 

Cook, R. G. and Shawyeb, D. L. Operations Analysis for the Business 
Manager 

Drake, C. G. Noninsured Employment and Business Cycles 

University of Washington Business Review, Vol. 26, No. 4, Summer 
1967 

Boddewyn, J. The Analysis of Business Systems and their Environment 
Chambebs, E. J. and Pigott, W. Methods of Preparing Population, 
Labor Force, Employment, and Income Estimates for Washington 
State 

Doremus, W. L. Policy the Core of Business Commitment 
Evans, R. H. The Future Demand for Building Materials in Residential 
Construction in the United States 
Fulmer, R. M. Organizational Constraints on New-Product Success 
Hansbehceb, R. V. Free Form Management 
Mueller, F. J. An Information System for Management Control 

University of Washington Business Review, Vol. 27, No. 1, Auhunn 
1967 

Baker, M. H. Growth and the Tax Structure in the State of Washington 

Weltwirtschaftliches Archiv, Vol. 99, No. 1, 1968 


• Eacly, R. V. Business Cycle Trends in France and Germany, 1869-79: 

A New Appraisal. 83 

• Ecle, W. P. The Problem of Balance and Payments Discipline: In 

General and in Regard to llie United States . 168 

• Fiszel, H. The Coefficient of Capital Intensity and Uie Rate of Invest¬ 

ment in Planned Economy . 128 

• Gifkord, j. K. The Wage-Inflation Fallacy. An Examination of the 

Extreme Theory of ‘‘Automatic," or “Natural," Continuous Wage 
Inflation . 235 

• Hilhobst, j. G. M. Is a Golden Age Attainable?. 44 

•JocHiMSEN, R, The Strategy of Politico-Economical Decision. 129 

• Puu, T. Some Reflexions on the Theories of Choice Between Alternative 

Investment Opportunities . 52 


Western Economic Journal, Vol. 5, No. 4, Sept. 1967 


• Boulding, K. E. The Legitimacy of Economics.-. 31 

• Devine, E. J. and Marcus, M. J. Monopsony, Recruitment Costs and 

Job Vacancies. 39 

• Gaffney, M. Tax-induced Slow Turnover of Capital. 149 

• Johnson, H. L. ami Lambert, E. W. Jr. The Cost of Capital: Some 

Empiiical Observations . 188 

• Mayer, T. The Lag in the Effect of Monetary Policy: Some Criticisms . 139 
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Westaiinster Bank Review, Aug. 1967 

w„d o 

ForeiOT Investment n t »» 

Oliveh, 5. The Finance Houses: A Parallel Market 

Yale Law Journal, Vol 76, No. 6, May 1967 
Ratinnal Classification Problems in Financing State and Local Govern, 
ment 


Yale Law Journal, Vol. 76, No. 7, June 1967 

CoopEn, R. N. National Economic Policy in an Interdependent World 
Economy 

Inwnv, M. R. llie Computer Utility; Competition or Regulation? 

Malament, B. The “Economic Liberalism” of Sir Edward Coke 

Mahkovits, R. S. Tic-ins, Reciprocity, and the Leverage Theory 

Interinodal Transportation and the Freight Forwarder 

Zeihschrift fiir die Gesanite Sfaatswissenscbaft, Vol. 123, N< 
April 1967 

Abb, F. 1st Fine Harmonisiemng der Konjunkturpolitik in der EWG 
Erforderhch? 

Bonus, N. H. Die Ausbreitung des Femsehens in der Bundesrepublik 
Deutschland 

Cx-LLiTY, I. P. The Growth of Governmental Employment in Germany, 
IS82-1950 

Enselinc, R. Die Wirtschaftliche und Soziale DifFerenzierung der 
Deutschen Kaufmannischen Angestellten 1690-1900 (Teil 1) 

Mian, N. I. Pakistan’s Balance of Payments 

OppLnA(ANN, K. Ein Beitrag zur Planung der Optimalen Linicnfiihrung 
von Veikehrswegen 

Roit, W. Das Akzelerationsprinzip in cinem Zwei-Sektoren-Modell 

SrtisuiT, H. Zur luterregionalen Verteilung Neuen Technischen Wissens 

Zeitschrift fiir Nationalokonomie, Vol. 27, No. 3, Aug.-Sept. 19( 

SiMANTOv, A. The Dynamics of Growth and Agriculture 

Weil, R. L. Jn. and Steward, D. V, The Question of Determinancy 
in Square Systems of Equations 



Abstract and Article Listing 
by Subject 

General Economics: Methodology 

Bouldinc, K. E. The Legitimacy of Economics. 

The problem of legitimacy is one which has been neglected by 
economists, perhaps because it is something which is taken for 
granted when present, and when it is absent, the system falls apart 
with such rapidity that there is no time to investigate it. 

In this paper the word legitimacy is used to cover a wide range of 
social phenomena which center around the concept of acceptance of 
an institution or an organization as right, proper, justified and ac¬ 
ceptable. Six possible sources of legitimacy are outlined. In the long 
run positive payoffs are perhaps the most powerful source; negative 
payoffs (sacrifices) may also create legitimacy, though not indefi¬ 
nitely. An organization may have legitimacy because it is old (or in 
some cases because it is new). Legitimacy may be a product of mys¬ 
tery, or of communication through accepted symbols of legitimacy. 
Finally, an institution may acquire legitimacy through association 
with an established institution. 

The author analyzes the sources of the legitimacy of economics as 
a discipline and of economists as a profession; both the historical 
sources of legitimacy and present sources are discussed. The author 
also deals with the question of the relation of the legitimacy of an 
intellectual discipline to the truth of its content. Finally, the possi¬ 
bility is suggested that changes in the future may threaten the legiti¬ 
macy of economics as a separate discipline. Perhaps the very success 
of economics—one measure of which is its analytic self-sufficiency- 
may tend to isolate it from the other social sciences. Departmental 
and disciplinary lines, however, may mask real problems which, if 
unsolved, may result in loss of legitimacy for the discipline. Perhaps 
economics must lose its life in order to save it. Western Econ. Jour., 
Sept. 1967, 5(4), pp. 299-307 (English). The University of Colo¬ 
rado, USA 
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Johnson, H. G. Canadian Contributions to the Discipline of Eco¬ 
nomics Since 1945. 

A “contribution” is defined as work by Canadian resident econo¬ 
mists of interest to the international profession of economists; it is 
recognized that contributions to national economic knowledge, and 
the maintenance of high standards of undergraduate instruction, are 
alternative measures of performance, and that the work of the many 
Canadian-trained economists resident abroad might fairly be in¬ 
cluded. Canadian contributors to economics before 1945 were few, 
but the number of Canadian economists has grown rapidly since. 

Two objective measures of Canadian contributions to the disci¬ 
pline are available, in the bibliographies of the Surveys of Economic 
Theory, and in the attendance at the Round Tables of the Inter¬ 
national Economic Association. Only four of the twelve surveys—wel¬ 
fare economics, growth theory, international trade theory, and cost- 
benefit analysis—refer to works by resident Canadian authors (only 
thirteen in number) though ten mention works by non-resident Ca¬ 
nadians. Canadians participated in only four of over twenty Round 
Tables, and only at the fourth was the postwar generation repre¬ 
sented; no Canadian resident economist has contributed a paper 
since 1956. 

Several Canadian monographs and textbooks have excited interna¬ 
tional interest Beyond that, the author judges that Canadian econo¬ 
mists have been making significant contributions in four broad 
areas; the economics of natural resources, monetary economics, 
public finance and especially the theory of federal finance, and in¬ 
ternational economics. If non-residents are included, Canadians 
dominate this last field; but resident Canadians have made impor¬ 
tant contributions on two problems, the theory of fixed and floating 
exchange rates and the empirical study of the consequences of tariff 
protection. Four important monographs on the latter subject are 
being publi.sbed in 1967. Canadian Jour. Econ.- Rev. Can. d’Econ., 
Feb. 1968, 2(1) English. University of Chieago and London School 
of Economics 


Patel, I. G. The Limits of Economic Policy. 

Economic policy has to tackle the problems of the rate of saving 
in relation to the rate of growth; of the strategy of growth, the pat- 
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tem of investment and its sequential arrangement over time; and of 
the distribution of Income. The policy-instruments take forms such 
as monetary and fiscal operations, the influencing of public invest¬ 
ment and saving, and price control or physical allocation. The es¬ 
tablishment of institutional arrangements provides the missing link. 

Although it is easy to demarcate the area of economic policy, it 
involves interdependence of many economic factors and of infinite 
variety of contexts, and thus makes the application of simple analyti¬ 
cal tools complex. It is not easy to define right and wrong in con¬ 
crete cases, and also to avoid errors in either field. The ability to 
provide workable answers to the various problems would be limited 
if economists are not prepared to leam about things which are not 
strictly economic. Indian Econ. Jour., Oct.-Dec. 1966, 14(3), pp. 
311-26 (English). New Delhi, India. 

Allemann, H. Die wirtschaftspolitische Bedeutung der Strukturprobleme. 

Schweiz. Zeitschr. f. Volkswirtsth.ift und Stat., Sept. 1967, pp. 325-30. 
Aybes, C. E. Ideological responsibility. Jour. Econ. Issues, June 1967, pp. 1-11. 
Katona, G. On the function of behavioral titeory and behavioral research in 
economics. Am. Econ. Rev., March 1968. 
pELLANDA, A. Economia positiva e obiettivi politic!. (With English summary.) 

Riv. Internaz. di Sci. Econ. e Com., Sept. 1967, pp. 894-910. 

ScHALLER, F. Les fucteurs de la transformation des structures. Schweiz. 

Zeitschr. f. Volkswirtschaft und Stat, Sept. 1967, pp. 387-407. 

SoLAKi, L. Structures 6conomi(jues et modeles de politique 4conomique quan¬ 
titative. Schweiz. Zeitschr. f. Volkswirtscliaft und Stat., Sept 1967, pp. 331- 
52. 

Voss, J. The definition of leisure. Jour. Econ. Issue.s, June 1967, pp. 91-106. 



Price and AUocation theoryi 

Banbrtfe B. P. and Sengufta, S. S. MultMlcsm Pkoducttoa and 
Inventory Management Under Price Uncertainty, 

A model is presented for the derivation and Implementation of an 
optimal linear decision rule for a firm producing an dealing in a 
number of interacting products, and possessing partial influence on 
their nrices. The behavior of a multi-item production-inventory com¬ 
plex IS represented by the dynamics of suitably defined state varia- 
bJes under the in&uence of decision rules that are linear in the state 
vmMes. b^t ctlwnvise „mpM The dyv^mo^l equatfom ara 
Irf-Kaa o»*,rr lo tbe /ve-cnce obMcbMc prorwsas w (Aa for^ 
i„g The Itlshcal popi-rtias of .1,0.0 processes, logo,her w.th 

the (leci'iion nih's, determine the statibtics of a functional descrihwg 
the outcome. The optimum inventory decision is then derived as the 
"best" linear transformation on the past of the state variables, such 
that the mean value of the criterion functional is optimized subject 
to tile system of constraints. 

A mechanism is also developed such that the optimal linear rule 
may be implemented. Economctrica, Oct. 1960, 34{4), pp. 796-804 
iEnglish). McNeil Barry, Ltd., Calcutta, and Wharton School, Uni- 
' orsity of Pennsylvania 


Bcckkkmann, M. J. and Wallace, J. P. Marshallian Versus Walra¬ 
sian Stability. 

In comparing Marshallian and Walrasian stability criteria, oppo¬ 
site conditions are found when both demand and supply curves are 
downward sloping. This paper resolves the inconsistency by consid¬ 
ering a behavioral model of the firms in a competitive industry and 
then specifying the conditions under which the relevant instanta¬ 
neous adjustment processes will result in stability at the industry 
level. 

It turns out that the concept of the representative firm is inade¬ 
quate for a consideration of the stability of industry equilibrium. 
Moreover, for different reasons the Walrasian adjustment process is 
applicable only when all firms are operating on the rising portion of 
their marginal cost curves. Hence, in the only situation in which the 
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(Valrasian and Marshallfan processai adeqiiately repmant the dy* 
satnics of competitive industry (namdy rising marginal cost curves 
For all firms) they lead to identical stability conditions. Kyklos, 1907, 
20(4), pp. 934-49 (English). University of Bonn, and General Mo¬ 
tors Corporations, Research Laboratories, Warren, Michigan 

Benewitz, M. C. and Zucxer, A. Human Capital and Occupational 
Choice—A Theoretical Model. 

Irving Fisher’s “marginal rate of time preferences,” traditionally 
employed in the analysis of investments in physical capital, can also 
be called on to do service as a determinant of investment in human 
capital. In this paper we discuss those investments in human capital 
associated with occupational choice. 

Different occupations require differing amounts of investment. 
Under certain restrictive assumptions regarding the nature of inves¬ 
tor’s time rates of discount of future income, and the imperfections 
of human capital markets, it can be shown that successive units of 
investment will exhibit declining rates of return. Given this result, 
and abstracting from other determinants of occupational choice, the 
distribution of human investment among occupations becomes de¬ 
terminate. 

Some of the empirical evidence on rates of return is then exam¬ 
ined, and seen to be not inconsistent with the conclusion of declin¬ 
ing rates of return. Southern Econ. Jour., Jan. 1968, 34(3), English. 
3ity College of New York 


3HAnADWAj, K. Two Views on Oligopoly and Growth. 

The article examines two recent efforts, of presenting a theory of 
price formation under conditions of oligopoly and of drawing cer- 
ain implications of the micro theory of pricing for the macro-prob- 
3ms of growth, by Paolo Sylos Labini in his Oligopohj and Techni¬ 
cal Progress (Harvard University Press; Cambridge, 1962) and by 
iV. J. Baumol in his Business Behaviour, Value and Qrowth (The 
/facMillan Co., New York 1959). The author points out certain ob- 
curities in Sylos’ presentation, in particular, concerning the notion 
if the empirical elasticity of demand, the role of the small firm in 
irice determination but, in general, endorses the broad conclusions. 
Whereas Bannol’s version of price formation on the firm level is con- 
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Blondejl, D. a Note on Regression Cost (note sur le coUt fife rigres- 

sion). 

Contracting output is not symmetrical to output expansion; while 
most of the time, a firm is able to adapt its capacity to its output 
expansion program by getting additional factors of production on 
the market, it cannot get rid of its excess factors when adopting a 
program of declining output, the reason being that equipment is 
always to a certain degree specific and the staff is located and some¬ 
what specialized. Consequently it is impossible to suppress every 
component of the cost when the commodity is no longer produced 
(or is produced on a smaller scale). Some of the elements can be 
immediately avoided, some others after a certain period has elapsed 
accoiding to the time necessary for adjusting to the new output 
level. Thus the “declining output cost” is measured by the re¬ 
duction in the costs of inputs which can be obtained by a reduction 
in input. It is obviously inferior to the corresponding “expansion 
cost”; however, this definition is too vague since several precise 
meanings may be put forward. 

First, one may distinguish the marginal “declining output cost,” 
from the average “declining output cost," and from a different stand¬ 
point, the “technical declining output cost” must be discriminated 
from the “social declining output cost.” 

In microeconomic analysis, the “technical declining output cost” 
must be studied as a criterion for the optimum time of closing a 
condemned plant; the best tool, in this respect is the "differential de¬ 
clining output cost” which can be quite precisely defined as the 
difference in costs reductions attainable by closing at time t-1, or at 
time t, divided by the value of output produced between t-1 and t. 

In macro-economic analysis, the “social declining output cost” 
must be looked at as a criterion for a political decision regarding 
the optimal evolution of the sector condemned by technical prog¬ 
ress. It must be computed as the algebraic total of the “techrxied de- 
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clinlng output cost” plus the economies generated, for the collectiv¬ 
ity, by reduction of output. Remte Ecotu Pol, 1967, (1), French. 
Universit^-de-Poitiers 


Bohm, P. On the Theoiy of “Second Best". 

Optimal-feasible allocation of resources in the real world, we may 
expect, more often belongs to the category of “second best” than to 
that of the “best.” An abundance of “irremovable” institutional and 
political constraints seems to require other solutions to most alloca¬ 
tion problems than what follows from a simple search for Pareto or 
Bergson optima with no other constraints taken into account than 
those of technology and available resources. 

As is to be expected, such “second best” problems are not defined 
sufficiently to derive solutions unless all constraints are specified, i.e. 
also those of institutional and political nature. Neither Lancaster- 
Lipsey nor Davis-Whinston (in a recent article in this journal) have 
made the necessary specifications in these respects. Therefore, the 
generality of their conclusions is substantially reduced once their 
implicit and rather special assumptions about permissible economic 
policy measures are made explicit. 

The present article contains a general discussion as well as a 
rather detailed example of the implications of different constraints 
on economic policy. The main conclusion is that there is no such 
thing as a set of general “second best” conditions. Instead, each spe¬ 
cific problem has to be dealt with separately. Moreover, it is shown 
that the relevant “output” of the analysis in each case will be the 
optimal policy measures rather than optimum conditions in terms of 
marginal rates of transformation and substitution. Rev. Econ. Stud¬ 
ies, July 1967, J-ifQQ-G), pp. 301-15, (English). University of Stock¬ 
holm 


Brunner, E. Competitive Prices, Normal Cost and Brands Stabih'ty 
(Prix Concurrentlels Codts Normaux et Stability de la Branche). 

This article gives an outline of the positive theory developed by P. 
W S. Andrews as an alternative to the traditional static marginalist 
micro-equilibrium theory of the firm. The exposition is here formally 
limited to the determination of price long run, for a single product 
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or instability of an wdustrul itivcture. The analysis takes account ol 
tJie following phenomena; Jong run decreasing costs to the Brm as 
the normal case, practical pricing procedures in which prices are 
based on average costs in one way or another; elastic supply from 
the hrm at those prices; differentiation of products with buyers’ 
preferences, firms which are multi-product, even within fairly nar¬ 
row classes of goods, markets which are characterized by relatively 
inelastic commodity demand curves and by oligopolistic relations 
between businesses, and yet also by short-term stability of prices. It 
is a model of competition but, not being within the strait jacket of 
pel feet competition, it embraces oligopolistic relations between busi¬ 
nesses winch pervade the real world. Revue Econ, Pol., 1967, (1), 
French. University of Oxford 


Davis, 0 A. and Whin’ston, A, B. Piecemeal Policy in the Tlieory 

of Second Best. 

The primary goal of the essay is to argue for the acceptance of 
one particular view of the purpose of a theory of second best. It is 
argued that there would be little purpose to second best theory were 
it not a tact that many economic problems are piecemeal in nature 
so that they are not solved within the context of a general equilib¬ 
rium system. The analysts are interested only in the particular part 
of the economy under consideration and not the remainder of the 
system. Hence, the problem of second best arises. It is desirable to 
know die conditions under which the simple Pareto conditions can 
be nsec! as guidelines for economic policy without having to worry 
about the entire system. It is argued that the critics of our paper, 
“Welfare Economics and the Theory of Second Best,” have a differ¬ 
ent point of view concerning the purpose of a theory of second best. 

A secondary goal of the essay is to counter the arguments of P. 
Bohm and M. McManus and to point out that the basic arguments 
presented in our earlier paper were, and still are, entirely correct if 
one understands the purpose of second best theory. The one part of 
the argument which is not correct, an example concerning monopoly 
with interdependence, is corrected by T. Negishi. Negishi points out 
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that his correction does not affect the validity of the major conclu* 
sions of our earlier paper. Rev. Econ. Studies, July 1967, 34{99-3), 
p. 323 ff, (English). Camegie-Mellon University and Purdue Uni¬ 
versity 

Debreu, G. Preference Functions on Measure Spaces of Economic 
Agents. 

Given a set of economic agents and a set of coalitions, a non¬ 
empty family of subsets of the first set closed under the formation of 
countable unions and complements, an allocation is a countably ad¬ 
ditive function from the set of coalitions to the closed positive or- 
thant of the commodity space. To describe preferences in this con¬ 
text, one can either introduce a positive, finite real measure defined 
on the set of coalitions and specify, for each agent, a relation of 
preference or indifference on the closed positive orthant of the com¬ 
modity space, or specify, for each coalition, a relation of preference 
or indifference on the set of allocations. This article studies the ex¬ 
tent to which these two approaches are equivalent. Econometiica, 
Jan. 1967, 35(1), pp. 111-22 (English). University of California, 
Berkeley 

Devine, E. J. and Mabois, M. Monospsony, Recruitment Costs and 
Job Vacancies. 

This paper presents a model of wage and recruitment (or search) 
cost determination under conditions of imperfect infoimation and 
imperfect competition in the factor market, imperfect information 
refers to a lack of current information on the part of potential em¬ 
ployees concerning job openings, working conditions, and wages of¬ 
fered by a firm. The assumption is made that workers are homoge¬ 
neous witn respect to their productive abilities, but not with respect 
to the information they possess about the firm nor the costs of con¬ 
veying this information to them. Costs the firm may bear to acquire 
information about the employees are not considered. Recruitment 
costs refer to expenditures to disseminate information about em¬ 
ployment to potential employees. In the standard presentation it is 
assumed that workers possess information about the firm’s wages 
and working conditions, or that such information can be transmitted 
to them at no cost to the firm. This paper presents an operative sup- 
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ply curve or expansion path for the firm that shows the minimma 
average outlay associated with each level of employment when in¬ 
formation is not costlessly transmitted. The model reinterprets the 
labor supply curve faced by the firm. It allows the wage rate, the 
number of workers, and recruitment costs to vary simultaneously; it 
indicates the least-cost method of securing any given number of 
workers as well as the equilibrium position of the firm. The model 
also implies job vacancies at the equilibrium position. Applications 
of the modtl are suggested. Western Econ. Jour., Sept. 1967, 5(4), 
pp, 352-59 (English) University of California, Los Angeles, USA 


Fisiibuiin, P. C. Intel dependence and Additivity in Multivaritate, 

Unidimrnsional Expected Utility. 

This paper brings together three recurring themes of utility 
theory: interdependence among coordinates in a multidimensional 
pure-prospect space, additive utilities, and expected utilities. The 
mam result of the paper is paraphrased as follows. Given a real¬ 
valued, expecled-ulility function on a set of probability distributions 
over a multidimensional pure-prospect space, let the space be “sepa- 
r.ited" into louer-dimensionality subspaces, some of which may 
overlap. Then the utility, as given, for any probability distribution 
can be written as the sum of utihties assigned to its marginal proba¬ 
bility distributions over the subspaces if and only if tlie following 
condition holds. If, for any given subspace in the “separation," two 
distributions have the same marginal distribution over the subspace, 
then neither distribution is preferred to the other. Inter. Econ. Rev., 
Oct., 1967, S(3), pp. 335-42 (English). 


Greenhut, M. L. Interregional Programing and the Demand Factor 

of Location, 

This paper modifies the classical interregional programming 
model to make it conform fully to location theory. Specifically, we 
observe that present day location theory includes the “demand” con¬ 
cept of locational interdependence as a factor governing industrial 
site-selections. The impact of this interdependence or demand factor 
depends upon the price system that is applied over space. Thus, for 
example, when f.o.b. pricing is followed, the dispersion of industry 
is promoted and transport lines (distances) are decreased. When a 
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basing point prfc« system Is followed, Industrial concmftw^ j^s 
and transport lines are increased. The paper demonstrates that in 
certain lands of programming models the demand factor may be in¬ 
cluded by adjusting transportation rates in accordance with the type 
of price system that is followed in the industry. However, the same 
kind of adjustment may not be applied to the classical inter-regional 
programming model; rather, in this model, the price of the finished 
product would have to be changed. Regardless of the type of model, 
any inclusion of the demand factor alters the number and location 
of firms, as well as the trade relations between regions that would 
otherwise be derived from the program. Jour. Regional Science, Win¬ 
ter 1967, 7(2), pp. 151-60 (English). Texas A & M University, USA 


Haldi, J. and Whitcomb, D. Economies of Scale in Industrial Plants. 

Many economies of scale in manufacturing plants are associated 
with individual items of equipment. Economies of scale arise when 
cost of equipment is proportional to its physical dimensions, and ca¬ 
pacity increases faster than these dimensions. Engineers summarize 
such technological relationships by a convenient rule-of-thumb 
known as the “two-tliirds rule.” Briefly, this rule states that doubling 
the design capacity of equipment increases its cost by only two- 
thirds. Some engineers also recommend applying the two-thirds rule 
to entire plants when the cost of a plant of one size is kno^vn and 
quick estimates for similar plants of other sizes are desired. 

This article presents evidence on economies of scale associated 
with many types of common industrial equipment, as w-ell as with 
the investment and operating costs of manufacturing plants in sev¬ 
eral industries. The evidence is derived chiefly from the engineering 
literature and is based on published price scliedules for industrial 
equipment and engineering cost estimates for plants of various sizes. 

Summary data on several dozen ty'pes of equipment are presented. 
In this sample, 90 percent of all equipment showed some economies 
of scale, and 68 percent gave evidence of rather substantial econo¬ 
mies. Individual observations ranged widely, from highly significant 
economies to slight diseconomies. However, the mode of the obser¬ 
vations fell in the range of the two-thirds rule, which lends credence 
to this rule-of-thumb as a sort of average. 

Eighty-four percent of all manufacturing plants In this sample 
gave evidence of economies of sc^g^:^ ||ie^r cost. Based 
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on 221 observations covering various types of plants in 14 industries, 
the results ranged from substantial economies to slight diseconomies. 
In this case tlie modal value was slightly higher than the two-thirds 
rule. 

These data exclude all non-manufacturing costs. Other elements 
of total cost should be evaluated separately since they are affected 
by market density and other non-technological factors. Jour. Pol. 
Econ., .-Vug. 1967, 75(4-1), pp. 373-85 (English). Bureau of the Bud¬ 
get and Columbia University 


H.S.LL, M. AND Weiss, L. W. Firm Size and Profitability. 

A multiple regression analysis is used to test the effect of size on 
profit rates tor firms from the 1956-1962 Fortune 500 industrials. 
Firms of sub-optimal scale, regulated firms, and firms for which in- 
dii.strial production indexes were unavailable were excluded. Inde¬ 
pendent variables include the reciprocal of the log of assets, the eq¬ 
uity-asset ratio, an index of concentration in the firm’s industries, rel¬ 
ative output change in the firm's industries in the previous five 
years, and dummies for the year of observation. Three alternative 
correctjoris for heteroskedasticity are used. 

Significant positive effects ob.served for both size and concentra¬ 
tion support Baumol's size-profit hypothesis. The effect of size is in¬ 
terpreted, in Bain’s terms, as a “substantial capital requirements bar¬ 
rier" (enough to raise rates of return on equity by one point or 102 
between assets of 209 million and 2 billion and possibly by 2.7 
points or 302 between 50 million and 2 billion). The effect of past 
industrial output change falls off systematically and is largely ex¬ 
hausted after five years, supporting Stigler’s contention that capital 
adjusts rapidly to profit differences. Rates of return on equity seem 
superior to rates of return on a.ssets for inter-industry comparisons of 
profit rates. It is argued that the effects of size and of concentration 
on profits are understated if anything. The results suggest that given 
imperfect capital markets, the alternative cost of capital in laige lots 
exceeds the corporate bond rate and that conglomerate mergers and 
reductions in capital market imperfections may be means of improv¬ 
ing competitive performance. Rev. Econ. Stat., Aug. 1967, 49(3), 
English. 
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Habwitz, M. Indivisibility and Observed Consumer Behavior. 

The assumption of perfect divisibility is common in expositions of 
pure economic theory. This paper shows that, contrary to some opin¬ 
ions expressed in the literature, the mathematical idea of divisibil¬ 
ity is not a mere convenience. Counter-examples establish that such 
a requirement is essential to the deduction of rational observable 
consumer behavior, where rationality is taken to mean that the weak 
axiom of consumer behavior and the law of demand for non-inferior 
goods are true. It is further established that the economic content of 
the assumption of divisibility is contained in a natural axiom that 
guarantees the validity of the usual theorems on demand behavior: 
the consumer actually chooses the cheapest from the set of alterna¬ 
tives that is highest on his preference scale and all available at given 
prices and income. In other words, minimization of money expendi¬ 
ture (“stinginess”) can replace perfect divisibility. It is shown that 
this axiom is also required when the consumer allows a random 
mechanism to select from indifferent alternatives. In view of the im¬ 
portance of the weak axiom and the law of demand for welfare eco¬ 
nomics and applied demand analysis, tlie result is useful as a foun¬ 
dation in cases where divisibility is not empirically reasonable. 
Southern Econ. ]out., Jan. 1968, 34(3), English. State University of 
New York at BuHalo, USA 


Haveman, R. If. AND Krutilla, J. V. Unemployment, Excess Capac¬ 
ity and Benefit-Cost Investment Criteria. 

Conventional benefit-cost analyses in the United States rest on an 
assumption, often implicit, that the economy is fully employed. 
Other conditions fulfilled, the full employment assumption permits 
use of factor market prices or contract costs, to measure the oppor¬ 
tunity cost of public works projects for which the benefit-cost crite- 
non is used. During the post-war period, while the growth in in¬ 
come and employment has been interrupted only infrequently and 
biiefly in the United States, unemployment has tended to remain 
above the purely frictional rate. Economic conditions, such as those 
existing during the period 1957-64, for example, raise the question as 
to whether or not the full employment assumption is warranted, i.e.. 
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do real costs diverge significantly from contract costs for public 
works projects? 

To evaluate this question, twelve types of water resource projects 
were examined. The final demand vector for material inputs repre¬ 
senting each was fed into the U.S. Department of Commerce’s 1958 
intcr-indu.stry relations model to determine the incidence of the total 
activity generated by sector. The recently completed Bureau of 
Labor Statistics’ industry-occupation matrix was used to identify the 
occupational mix of the labor component. Unemployment rates by 
occupational categories (on-site and indirect oil-site employment) 
and the degree of capacity underutilization by relevant industries 
were examined to determine the extent to which water resource proj¬ 
ects would draw on idle pools of occupational skills and industrial 
capaciH'. The probability that factor services would be obtained 
from otherwise idle resources was assumed to be a function of the 
severity of unemployment and capacity utilization. Synthetic re¬ 
sponse function relating the probability of employing otherwise idle 
resources to the degree of unemployment were constructed intend¬ 
ing to bracket the probable response. Based on the unemployment 
rate and capacity utilization in 1960, taken to be roughly representa¬ 
tive of the period 1957-64, the real cost of project construction 
would have been roughly twenty-five percent less than contract 
costs. Rev. Econ. Stat., Aug. 1967, 49(3), English. Grinnell College 
and Resources for the Future, Ino., USA 


HmHOKST, J. G. M. Is a Golden Age Attainable? 

The author calls a period in which maximum consumption and 
long-run growth equilibrium coincide, with E. Phelps and others, a 
Golden Age. He inquires by a neoclassical growth model the condi¬ 
tions under which such a Golden .Age occurs. 

From his inquiry he draws the following conclusions; 

1. If technical progress is absent, it is for practical reasons impos¬ 
sible to reach a Golden Age within from generations. 

2. Even if technical progress occurs, it requires an almost abortive 
investment effort to attain a Golden Age within one or two genera¬ 
tions. WeltwirtschaftUches Archio, Sept. 1967, 99(1), pp. 11-21 (En¬ 
glish). Institute of Social Studies, The Hague 
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Jensen, N. E. An Introduction to Bemoullian Utility Theory. 

The purpose of this article is to set up some apparently acceptable 
axioms about rational choices in situations, where each alternative 
decision has an infinite number of sure outeomes which occur with 
known objective probabilities. On the basis of these axioms the ex¬ 
istence of a bounded, countably linear utility function unique up to 
an increasing linear transformation is established. The individual de¬ 
cision maker’s behaviour can then be explained and predicted by 
the expected value of the utility function—a quantity which he seeks 
to maximize in choosing between probability distributions. Swedish 
Jour. Econ., Sept. 1967, 69(3), pp. 163-83 (English). The Technical 
University of Denmark, Lyngby 


JOBCENSON, D. W. AND CamiCBES, Z. The Explanation of Productiv¬ 
ity Change. 

Our point of departure is that the economic theory underlying the 
measurement of real product and real factor input has not been fully 
exploited. As a result a number of significant errors of measurement 
have been made in compiling data on the growth of real product 
and the growth of real factor input. The result of these errors is to 
introduce serious biases in the measurement of total factor produc¬ 
tivity. 

The purpose of the paper is to examine a hypothesis concerning 
the explanation of changes in total factor productivity. In the termi¬ 
nology of the theor}’ of production, if quantities of output and input 
are measured accurately, growth in total output is largely explained 
by growth in total input. Associated with the theory of production is 
a system of social accounts for real product and real factor input 
'The rate of growth of total factor productivity is the difference be¬ 
tween the rate of growth of real product and the rate of growth of 
real factor input. Within the framework of social accounting the hy¬ 
pothesis is that if real product and real factor input are accurately 
accounted for, the observed growth in total factor productivity is 
negligible. 

The plan of the paper is as follows: We first discuss the definition 
of changes in total factor productivity from the point of view of the 
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economic theory of production. Second, we provide operational defi¬ 
nitions for the measurement of prices and quantities that enter into 
die economic theory of production. These definitions generate a sys¬ 
tem of social accounts for real product and real factor input and an 
operational definition of total factor productivity. Given a system of 
social accounts for the measurement of total factor productivity we 
attempt to correct a number of common errors of measurement of 
real pioduct and real factor input by introducing data that corre¬ 
spond more accurately to the concepts of output and input of the 
economic theory of pioduction. We begin by eliminating errors of 
aggregation in combining investment and consumption of goods and 
labor and capital services. Wc then eliminate errors of measurement 
in the prices of investment goods arising from the use of prices for 
inputs into the investment goods sector rather than outputs from 
this sector. Eirors arising from the assumption that the flow of ser¬ 
vices IS proportional to stocks of labor and capital are removed by in- 
hodiiting direct observations on the rates of utilization of labor and 
capital stock, and rates of growth based on correct aggregation of 
investment goods and capital services are presented. Finally, we 
present rates of growth that result from correcting the aggregation 
of labor services 

The rate of growlh of input initially explains only 52.4 percent of 
the rate of growth of output. After elimination of aggregation errors 
and correction for changes in rates of utilization of labor and capital 
stock, the rate of giowth of input explains 96.7 percent of the rate of 
growth of output, change in total factor productivity explains the 
rest. Thus, if the economic theory underlying the measurement of 
real product and real factor input is properly exploited, the role to 
be assigned to growth in total factor productivity is quite small. This 
conclusion should not be taken to imply that advances in knowledge 
are negligible. It asserts only that the accumulation of knowledge is 
governed by the same economic laws as any other process of capital 
accumulation. Costs must be incurred if benefits are to be achieved. 
Rev. Econ. Studies, July 1967, 34(99-3), pp. 249-84 (English). 


Koopmans, T, C. Objectives, Constraints and Outcomes in Optimal 
Growth Models. 

This paper surveys research on optimal aggregate economic 
growth models without reference to institutional assumptions or to 
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means of Implementation. Apart from the classical article by Frank 
Ramsey of 1928, the work reviewed dates from the last five years. A 
tabulation of assumptions and results of each of five models is pro¬ 
dded. 

The paper concludes with a discussion of difficulties encountered, 
jf aspects of growth not incorporated in the models, and of possible 
directions of further research. Econometrica, Jan. 1967, 35(1), pp. 
1-15 (English). Cowles Foundation for Research in Economics, Yale 
University 

Lucas, R. E. Jr. Adjustment Costs and the Theory of Supply. 

This paper analyzes the response of firms in a competitive indus¬ 
try to shifts in the industry demand function and changes in factor 
prices. It introduces the relative "fixity" of capital explicitly into the 
formulation of the firm’s maximum problem and uses this formula¬ 
tion to obtain precise definitions of the industry’s “short-run” and 
"long-run” equilibrium positions and analysis of the passage from 
one to the other. The analysis yields a clarification of some issues in 
traditional supply theory and some implications for empirical work 
on industrial organization and the demand for investment goods. 
Jour. Pol. Econ., Aug. 1967, 75(4-1), pp. 321-34 (English). Carnegie 
Institute of Technology 

Marcus, M. Firms’ Exit Rates and Tlieir Determination. 

In the first part of the paper we propose a model for predicting 
firms’ exit rates. The variables included are: the proportion of loss 
firms, as reported by the Internal Revenue Service based on income 
tax statistics; the industry’s rate of profit, and the capital-output 
rabo which serves as a proxy measure for the ratio of sunk to vari¬ 
able costs. Tests of the model against available d.ita on the mortahty 
of firms lend considerable support to this approach. 

In the second half of the paper we investigate the factors behind 
the variations in the proportion of loss firms. We hypothesize that 
tlie crucial variables are the age and size structure of the industry 
and its profitability. Specifically, it is argued that age and size can 
be regarded as having independent eilccts on the probability of loss, 
and that these effects will be common to all industries. 

Actual estimates of the magnitudes of the size and age effects are 
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provided based on the experience of all corporations. These suggest 
that only the smallest size groups (assets to $100,000) face a sub¬ 
stantially higher probability of loss. The adverse effect of young age 
on survival prospects vanishes at the age of five. Jour. Indus. Econ., 
Nov. 1967, 26(1), pp. 10-22 (English). Rutgers. The State University, 
New Brunswick, New Jersey, USA 

McManus, M. Private and Social Costs in the Theory of Second 

Best. 

Davis and Whinston formulate a Second Best problem as maxi¬ 
mizing social welfare subject to some given behavioral functions as 
well as to the standard resource and technological constraints. Their 
mathematical conclusion is that the introduction of the additional 
constraints does not alter the welfare optimum conditions except in 
those sectors directly connected to the new constraints. From this 
they draw the policy conclusion that the optimal behavioral rules for 
all the sectors not directly affected are the same in the Second Best 
situation as in the original ‘Pareto’ one. 

The present paper first shows that Davis and Whinston axe math¬ 
ematically incorrect in using the Lagrangean multipliers associated 
with the technological and resource constraints as market prices in 
the behavioral functions. They fail to distinguish between social and 
private costs. Alternative formulations which do have economic in¬ 
terpretations are then given. The main mathematical conclusion of 
Davis and Whinston still holds although, of course, the solution 
values of the variable.^ arc generally different. 

Secondly it is showm that the Davis-Whinston policy conclusion 
does not follow from the optimum conditions in the corrected for¬ 
mulation despite the similarity of these to the Davis-Whinston con¬ 
ditions. From the point of view of the ease of planning an economy, 
tlie policy message which finally emerges is less optimistic than the 
Davis-Whinston one, but even so it is more hopeful than the original 
Lipsey-Lancaster conclusion. Rev. Econ. Studies, July 1967, 
34(99-3), pp. 317-22 (English). University of Birmingham 


Mishan, E. J. Pareto Optimality and the Law. 

In cases of conflicting interest, according as the law, deliberately 
or by default, places the burden of reaching optimal arrangements 
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on one party or group rather than the other, both the characteristics 
of the optimal outcome and the costs of its attainment are altered. 

An optimal solution emerging from conflicts of interest is optimal 
only with respect to an implicit constraint requiring the area in 
question to be used in common by the groups having conflicting in¬ 
terests. If the possibility of separate facilities is introduced, new su¬ 
perior solutions become available. 

Tliese propositions are demonstrated heuristically. 

The paper attacks the belief that an optimal solution in a partial 
setting is uniquely determined and it is further contended that there 
are several reasons for expecting the patterns of costs and outputs to 
differ substantially according as the law is or is not predominantly 
permissive. It is concluded that legislation recognising the citizen’s 
right to amenity would be more equitable and promote a wider 
range of choices. Oxford Econ. Papers, Nov. 1967, NS, 19(3), pp. 
247-80 (English). London School of Economics 


NEGisra, T. Perceived Demand Curve in the Theory of Second Best. 

Davis and Whinston (Review of Economic Studies, January 
1965) proved that even if one or more Paretian conditions are vio¬ 
lated some of the other Paretian conditions are still desirable, if the 
economy is separable in terms of decision units. A defect in their 
model of a monopoly with perceived demand curve is corrected. It 
is also argued that all the remaining Paretian conditions are desira¬ 
ble in the case of monopolistic competitions. Rev. Econ. Studies, 
July 1967, 34(99-3), pp. 315-17 (English). University of Tokyo, 
Japan 


Or, W. Y. Tlie Neoclassical Foundations of Progress Functions. 

Many economists have found that technical progress (usually ex¬ 
ogenous or related to trend) is a significant factor in explaining the 
secular growth of real output. In a 1962 article, K. J. Arrow tried to 
incorporate progress as an endogenous part of the growth process 
through the concept of learning by doing. Arrow’s idea can be 
traced to an empirical relationship—the progress function or learning 
curve—which was discovered by T. P. Wright in 1936. In Part I of 
this paper, I briefly review the empirical evidence supporting tire ex¬ 
istence of progress functions in manufacturing industries. 
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In Part II, the neoclassical theory of production is extended along 
lines suggested by J. R. Hicks to establish two theorems: (1) Inter¬ 
temporal factor substitutions and an economy of later delivery: The 
cost of producing any given flow of output can be reduced by post¬ 
poning the date at which delivery is to be made. (2) Economies of 
integrated output programs: Tire cost of an integrated output pro¬ 
gram in which the plan is to produce output flows in several consec¬ 
utive peiiods will be lower than the combined cost of unrelated out¬ 
put programs that yield the same vector of dated output flows. 
These theorems which derive from the familiar concepts of factor 
substitution and joint production are sufficient to derive the essential 
features of progress functions. With these theorems, I can also de¬ 
rive the nine piopositions of A. A. Alchian’s cost model. Finally, Part 
IV is devoted to some further implications on inter-temporal produc¬ 
tion functions. 

I argue in this paper that the progress funetion (or something 
closely resembling it like learning by doing) is a logical conse¬ 
quence of the inter-lemporal planning of production. Some apparent 
progress and its accompanying ri.sc in productivity is, therefore, an 
inevitable outcome of long-run production plans. Although learning 
and oxpoiiencc may still be important, I believe that it is important 
to recognize tlie neoclassical foundations of what may be mistakenly 
attiibutod to e-xocenous improvements in technology. Econ. Jour., 
Sept. 1967, 77(307), English. The University of Washington, USA 

OKUcuaii, K. The Stability of Price .Adjusting Oligopoly: The 

Effects of Adaptive Expectations. 

The problem of stability of equilibrium in Cournot type oligopoly 
models in which oligopolistic firms producing a homogenous product 
expecting that outputs of all other firms will remain unchanged has 
been extensively studied. The similar problem under product differ¬ 
entiation has been discussed quite recently by Hadar and Quandt. 
While Hadar considers quantity adjusting oligopoly, Quandt consid¬ 
ers price adjusting oligopoly. After treating a model with Cournot 
type assumption in which oligopolistic firms behave as if the prices 
of other firms will remain as before, Quandt considers a model with 
expected prices extrapolatively formed. His conclusion is that if 
equilibrium is stable in the former model, stability is also assured in 
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the latter one under fairly plausible assumption on the magnitudes 
of the parameters of equations of price expectations. 

The purpose of this paper is to investigate the problem of stability 
of equilibrium of price adjusting oligopoly under an alternative as¬ 
sumption on price expectations, i.e., adaptive expectations. It will be 
proved that if the equilibrium is stable under Cournot type assump¬ 
tion, it is stable also In a model with adaptive expectations under 
fairly general conditions. Southern Jour. Econ., Jan. 1968, 34(3), 
English. Cambridge University, England and Yokohama City Uni¬ 
versity, Japan 

Pauly, M. V. Clubs, Commonality, and the Core: An Integration 

of Game Theory and the Theory of Public Goods. 

This article attempts to apply the game-theoretic solution concept 
of “the core” to the theory of clubs. Clubs are defined as voluntary 
organizations for the provision of mutual benefit, of which a special 
case is the provision of public goods. It is shown that the set of 
schemes for sharing the cost of any good for which there is advan¬ 
tage in joint consumption which possesses the stability property im¬ 
plied by the core is non-empty, and can be bounded. 

In a pure public goods, equal-tastes model, for any imputation to 
be in the core, the payoff to any group of size G cannot fall below 
that level of net benefit which the group could have attained by 
dropping out of the club. The imputation in which each person pays 
an ecjual share of the cost of a pure public good is in the core in this 
model, as are many other imputations. If all members of a group G 
are discriminated against equally, the minimum net benefit or utility 
payoff to any player in the game is u(G)/G. This suggests that the 
extent of discrimination within the club will vary inversely with the 
size of the group discriminated against. 

In a majority-rule model, equal discrimination against all mem¬ 
bers of a minority is always at least as "profitable” to a given major¬ 
ity as is any other pattern of discrimination. Consideration of a with¬ 
drawal option also suggests that the optimum majority can be 
greater than just over 50 per cent. 

Finally, if the optimal size club is much smaller than the total 
population, competition among clubs will produce a uniform going 
price for memberships. If, however, the optimum size club is large 
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relative to the total population, a situation analogous to imperfect 
competition develops, and tlicre are large numbers of core imputa¬ 
tions, though they can be bounded. Economica, NS, Aug. 1967, 
34(135), pp. 314-24 (Enghsh). University of Virginia, USA 

Puu, T. Some Reflexions on the Theories of Choice Between Alter¬ 
native Investment Opportunities. 

'The present article is an investigation of the justifications for the 
use of maximal capital value as a criterion of choice between alter¬ 
native investment opportunities, leading to alternative sequences of 
net revenues, known in advance with perfect foresight. The reasons 
why the criteuon of maximal capital value should be used by all ra¬ 
tional investors, irrespectively of their subjective time-preferences 
and of the revenues from other activities than those considered in 
the investment decision, have been stated by Irving Fisher in the 
case when unlimited amounts of money may be lent and borrowed 
at a single rate of interest. Later authors in the field try to extend 
the principle of maximal capital value to cases where the rates of 
interest relevant for borrowers and lenders are different by using a 
single “target” rate of interest in the calculations, the target rate 
being cither a weighted average of the borrowing and lending rates 
or a “subjective” rate required by the investor. These proceedings 
have been severely criticised by Hirschleifer, who argues with some 
justification tliat the decisions to consume and to invest may not be 
separated. 

The present article intends to state explicitely the conditions for 
the cases where tliose decisions may in fact be separated even if 
Hirschleifer’s assertion is tnie in general. It is shown that, even in the 
case where the lending and borrowing rates of interest differ, objec¬ 
tive preference may be interpreted in terms of capital value. It is 
proved that a necessary and suEBcient condition for the objective 
preference relation to exist between tw’o investments is that the cap¬ 
ital value of the preferred one must be greater by every method of 
calculation. As is easily perceived there are still a lot of cases where 
these conditions are not fulfilled and where Hirschleifer’s general 
criticism is relevant. WclHoirtschaftliches Archio, Sept. 1967, 99(1), 
pp. 107-23 (Enghsh) University of Uppsala 
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Rosenbebc, W. a Consumer Goods Surplus. 

This article generalises the concept of a wage-goods surplus to in¬ 
clude all consumer goods. It also shows that the classical, the Marx¬ 
ist and the Keynesian concepts of savings and investment could be 
reconciled, by subdividing the Keynesian Concept of savings into 
pure monetary savings and real savings (i.e. consumer goods surplus), 
while the models of Dobb, Nurkse and Nicholls could be reconciled 
with Keynesian terminology. The author argues that the concept of 
a consumer goods surplus illuminates 'savings potential,’ whose mo¬ 
bilisation would mean provision of employment to underemployed 
workers in industrial and non-consumer goods projects in densely 
populated underpopulated countries. Indian Econ. Jour., Jan.-March 
1967, i4(4), pp. 423-39 (English). Christchurch, New Zealand 

Rydell, C. P. a Note on a Location Principle: Between the Median 

and the Mode. 

The principle of median location states that to minimize delivery 
costs a manufacturer must locate at Uie median of the distribution of 
his consumers. For this principle to apply, delivery costs must be a 
linear function of distance, and consumers must receive equal quan¬ 
tities of the manufacturer’s product. When these two conditions are 
not met the principle of median location must be replaced by a 
more general principle. In a linear region with a unimodal distribu¬ 
tion of consumers, and assuming a concave delivery cost function, 
the general principle prescribes location between the median and 
the mode of the distribution of consumers. This “between the me¬ 
dian and the mode” location principle applies to three types of loca¬ 
tion problems: (1) locating to minimize the costs of distributing an 
equal amount of product to each consumer in the region; (2) locat¬ 
ing to ma.ximize profits under a policy of spatial price discrimination, 
and (3) locating to maximize profits after choosing between uni¬ 
form delivered and F.O.B. pricing. Jour. Regional Science, Winter 
1967, 7(2), pp. 185-92 (English). Hunter College of the City Uni¬ 
versity of New York, USA 

Saltzman, S. An Econometric Model of a Firm. 

An econometric model which attempts to describe some of the 
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more important relationships that exist among certain decisions and 
operations of a firm is presented in this paper. 

The model consists of fifteen simultaneous equations of which ten 
are regression equations and five definitional equations. Interactions 
among various endogenous variables in the system such as sales, 
prices, output inventory, manufacturing and other costs, sales ex¬ 
penses, product engineering expenses, capital expenditures, manu¬ 
facturing engineering expenses, administrative expenses, and profits 
are described in the model. The influence of exogenous variables 
such as wage rates, raw material prices, and external demand deter¬ 
minants including replacement demand are also included. In addi¬ 
tion, the influence of other endogenous and exogenous variables are 
considered but are not included in the final version of the model be¬ 
cause appropriate data are not available. 

The parameters of this quarterly model are estimated with data 
from a .sjiecific firm that supplies component parts to the home laun¬ 
dry equipment industry. Ordinary least .squares estimates of the par¬ 
ameters of the model, which are close to the two stage least squares 
estimates, arc presented. Thc.se results are analyzed from a micro- 
economic viewpoint. Rev. Econ. Stat., Aug. 1967, ^9(3), English. 
Cornell University, Ithaca, New York, USA 

ScARf’, n. E. The Core of an N Person Came. 

The “Core of an N Person Came” is a generalization of Edge¬ 
worth’s contract curve. In this paper sufficient conditions are given 
for an n person game to have a nonempty core. The conditions are a 
consequence of convexity of preferences if the game arises from an 
exchange economy. The proof of sufficienty is based on a finite algo¬ 
rithm, and makes no use of fixed point theorems. Econometrica, Jan. 
1967, 35(1), pp. 50-69 (English). Cowles Foundation for Research 
in Economics, Yale University 


Sestakova, M. The Firm in the Czechoslovak Economy, 

In the old centralized model the enterprise was not regarded as a 
decision-making unit, all details being determined by central author¬ 
ities. The experience of the Czechoslovak economy has shown the 
incompatibility of this strictly centralized model with an industrially 
highly developed economic system. 
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Currently Czechoslovak firms are allowed to make freer combina¬ 
tions of factors of production, to set prices and determine volume 
and structure of their output within certain limits etc. The opportu¬ 
nity for independent policy will increase in the future. 

What is (and will be) centrally determined are “the rules of the 
game” under which all the firms will be operating. Tax and credit 
policy are the main instruments of the centre for influencing the in¬ 
vestment decisions of the enterprises. 

The transition to the decentralized model raises a lot of problems. 
One of them is the problem of the choice of the new economic 
agent. There are two alternative solutions to this problem. The first 
one supposes worker-control, the second one (and the more ap¬ 
propriate one for a developed economy) leads to some kind of 
“managerial socialism.” 

Effective competition among the socialist enterprises ought to be 
one of the principal moving forces of the new economic system. 
Therefore the problems of monopoly and competition are in the cen¬ 
tre of current discussions. In some industries (those with a high de¬ 
gree of concentration) certain anti-monopoly measures will be nec¬ 
essary. But the major part of Czechoslovak industry has been char¬ 
acterized by a contradiction between a high degree of administra¬ 
tive concentration and a much lower “genuine" concentration. In 
these cases some stimuli towards concentration will be necessary to 
establish production and decision-making units of optimum size 
There is need for a theory winch could provide criteria for such 
measures. Jour. Indus. Econ., Nov. 1967, 26(1), pp. 23-33 (English). 
The Economic Institute of the Slovak Academy of Sciences, Bratis¬ 
lava, Czechoslovakia 


SoLTEREir, J. Asset Pricing, Time and Causality. 

This study, in terms of classical four-fold causality, demonstrates 
that the two major contending views about the nature of assets are 
actually alternatives. It also shows their in.su£Bciency since they omit 
an explanation of the material cause of assets. 

The two views held by Von Neumann and Hicks, respectively, 
differ radically as to the relationship of time and assets. The former 
takes assets as stocks, enduring in time, the latter as aspects of con¬ 
sumption streams through time. Von Neumann’s view is closely akin 
to the one developed by moral theologians in their interest and 
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usury analysis in which they rejected the modem postulate that time 
costs money. 

All tliree operate in terms of final and formal causality: Von Neu¬ 
mann derives optimum intermediary stocks in development from the 
existence of a terminal stock; the scholastics argue from the solidar¬ 
ity of mankind; and Hicks postulates a universal crescendo of con¬ 
sumption streams. In contrast to the former, he shows time prefer¬ 
ence as the trigger or efficient causality of assets. 

Neitlier of the three, however, comes to grips with their material 
causalit)', with the Weltstoff of assets. 

A sketch of its analysis, presented elsewhere in detail, is offered. It 
consists of the demonstration that net returns, whose capitalization 
constitutes the matter of assets, flow from the final integrability of 
heterogenous acts into economic unity without which assets do not 
exict. This unity describes their final causality. 

The process can be formalized by setting dow’n the integrability 
conditions of the incomplete PfafiRan, the latter describing economic 
development. Its integrand, a variable of state, indicates the mate¬ 
rial cause of assets, distinct from the inputs in micro-processes. 

This .solution yields the explanation of Bowley’s law, Gibrat’s law 
of proportional effect, the proportionality of the general price level 
and the quantity of means of payment, as well as the stability of the 
personal income distribution and the capital/output ratio. Rev. Soc. 
Econ., Sept. 1967, 25(2), pp. 55-66, (English). Georgetovra Univer¬ 
sity, Washington, D.C., USA 


SnGuxr, B. P. On Certain Problems of Aggregation. 

In this paper we are concerned with determining conditions under 
which we can construct a measure of a firm’s aggregate stock of cap¬ 
ital that would allow us to write its production function as a func¬ 
tion of a capital aggregate and other inputs. Specifically, we study a 
firm that in the production of a single commodity uses different 
kinds of labor and capital goods that differ to both type and vintage. 
For such a firm we obtain conditions first on its "single-vintage” pro¬ 
duction functions and then on its internal labor-demand functions 
that are necessary and sufficient to ensure that its “multi-vintage” 
production function can be written as a linearly homogeneous func¬ 
tion of a capital aggregate and other inputs. In cases when such 
conditions are not satisfied, we determine conditions on the firm’s 
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single-vintage production functions and on its internal labor-demand 
•unctions that are necessary and sufficient to ensure that the firm’s 
nulti-vintage production function can be written as a linearly homo¬ 
geneous function of a vector-valued capital aggregate and of other 
’inputs. In die last case each component of the vector-valued capital 
ireregate corresponds to a different type of capital good. Inter. 
Icon. Rev., Oct. 1967, 8(3), pp. 349-67 (English). 

/eendorp, E. C. H. 'Tlie Stability of Simple Growing Models. 

Harrod-type growth models are traditionally considered to be 
unstable. This is not surprising considering die careful exclusion of 
possible coordinating elements from the formal model. The purpose 
ol this paper is to incorporate a certain degree of coordination into 
this type of growth models and to analyze its stabilizing effect. 

The coordination is realized by a reformulation of the process of 
adjustments made by producers in disequilibrium situations. The 
usual assumption is that the production sector reacts to an excess de¬ 
mand (positive or negative, current or accumulated) for its product 
by an attempt to adjust its supply of consumption and investment 
goods in an undifferentiated way. However, if perfect coordination 
of production and investment decisions were to exist, the production 
sector as a whole could be expected to attempt adjustments of the 
market supply of consumption goods only. Such a reformulation is 
shown to be stabilizing. This indicates that the accelerator induced 
nature of investment demand itself is not the sole cause of instability 
of the type of growth models discussed, but that such instability is 
largely due to the lack of coordination between production and in¬ 
vestment decisions. 

Coordination being imperfect in reality, the crucial question is 
whether adequate coordination is likely to exist. The final section of 
Jiis paper emphasizes the evident existence of coordinating mecha¬ 
nisms in today’s economy. Even if a sufficient degree of coordination 
is not omnipresent, the elements of coordination that obviously exist, 
may still exercise a strongly stabilizing influence. Southern Econ. 
Jour., Jan. 1968, 34(3), English. Tulane University, USA 


Weinstein, A. A. Individual Preference Intransitivity. 

The causes of observed intransitivity are divided into five categor- 
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ies and examined. These categories are; (1) True irrationality of 
clinical nature as, a) the situation where the tliought of one alterna 
tive affects the desirability of another alternative; b) conflict be 
tween the superego and the id or ego; c) the desociahzed or unsO' 
ciahzed individual, and, d) role conflict. (2) Observed intransitivit 
caused by; a) a lack of communications between experimenter anc 
subject, b) the subject’s changing tastes, c) boredom with the ex¬ 
periment, d) plaving a game w'ltli the experiment, or, e) the exper' 
men ter asking the wrong question. (3) Observed intransitivit^ 
caused by non-allowance for indifference. (4) True intransitivit, 
causetl by man’s imperfect sensitivity to his, a) environment; or, b) 
himself. (5) Rational intransitivity due to the high cost of holding ' 
pielercnce ordering. 

Cause (o) opens the door, if verified, to a modification of indiffer 
ence curve analysis which would affect significantly the derivatior 
of Pareto optimality by market conditions. A conceptual tool callec 
“Bands of Indecision” is developed to demonstrate this. Southerr 
Econ four, Jan. 1968, 34(3), English. Southampton College of Lon^ 
Island University, USA 

WnxiN'soN, M. Factor Supply and the Direction of Technologica 

Change. 

Studies of aggregate productivity and technological change have 
generally ignored the effect of factor supply upon factor prices. An 
attempt is made to eliminate this source of bias by constructing and 
estimating a simultaneous-equation model of the demand for anc 
supply of capital and labor for the total private U. S. economy, 
1899-1953. 

The lesulting estimates are compared with those of previous stud¬ 
ies. American Econ. Rev., March 1968, 5S(1), English. Columbia 
University, USA 


WnxiAMSON, O E Olson, D. G and Ralston, A. Externalities, 
Insurance, and Disability Analysis. 

Previous treatments of the disability problem have mainly been 
concerned with institutional arrangements and equity considerations 
and lack a general theoretical framewmrk. The issues can, how'ever, 
usefully be formulated in extemahty terms. Indeed, recent develop- 
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ments in the externality literature supply an organizing approach 
that is especially relevant to the disability analysis question. Alloca¬ 
tive efficiency emerges as an important social goal in a perfectly nat¬ 
ural way once the problem is expressed in these terms. 

The salient aspects of the externalities literature are reviewed in 
the first part of the paper. Disability and insurance problems are 
then examined in this context. Applications of the theory to automo¬ 
bile and radiation damage and to workmen’s compensation generally 
complete the analysis. Economica, NS, Aug. 1967, 34(135), pp. 
235-53 (English). University of Pennsylvania, Valparaiso Univer¬ 
sity, USA 


Wn.LiAMSON, O. E. AND Sarcent, T. J. A Probabilistic Approach. 

The social choice hterature has recently been extended in two di¬ 
rections. One has been to investigate conditions other than single¬ 
peakedness that are sufficient to assure transitivity in the social or¬ 
dering. The otlier direction has been to adopt a probabilistic ap¬ 
proach. Whereas the possibility theorem approaches appear to 
promise that social transitivity is assured by the imposition of only 
modest restrictions on the set of admissible orderings, the probabilis¬ 
tic results (which impose no restrictions) lead to a somewhat pessi¬ 
mistic verdict. It is our contention, however, that the possibility 
theorems are really much more restrictive than may at first be ap¬ 
parent, wliile the probabilistic studies have failed to express the 
problem in what we regard as the most useful or relevant terms. Our 
criticisms of these two approaches are detailed in Section I. Tlie so¬ 
cial choice issue is characterized in what we believe to be a more 
fruitful way in Section II. Our probabilistic analysis appears in Sec¬ 
tion III and the Appendix. 

We show that transitive social orderings can be obtained with 
high probability gir’en only that certain preference profiles occur 
with “low” probability and the number of voters is “large.” In cir¬ 
cumstances where the number oi voters is not large, the law of large 
numbers upon which the probabilistic approach is based is ob¬ 
viously inoperative and confidence in social transitivity is corre¬ 
spondingly impaired. Where unimodal preferences exist, however, 
and a large vote can be expected, the probability of intransitivity 
tends to vanish. Although this result is intuitively plausible, it ap¬ 
pears not to be obvious; otherwise it is difficult to account for the 
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almost uniform dismay expressed by previous investigators over the 
prospects for obtaining transitive social orderings without imposing 
severe restrictions on the set of allowable preferences. 

Whereas possibility theorems on social choice have employed the 
triple as the basic unit of analysis, the probability approach pro¬ 
posed here focuses on pairs of ahematives, botlr within and between 
preference profiles, instead. Such a shift permits us to deal with the 
a choice situation with ease and organize various types of prefer¬ 
ence distnbutinris in a systematic manner. Econ. Jour., Dec. 1967, 
77(308), English. University of Pennsylvania and Camegie-Mellon 
University, USA 


Zlvkin, M. Galbraith and Consumer Sovereignty. 

Piofcssor Galbraith has suggested in the “Affluent Society” and in 
the Rcith Lectures that problems of scarcity have been largely 
solved and that we need to divert our attention to public amenities 
like clean air and making our cities liveable. 

Wc do, indeed, tend to spend too little on our longer term needs 
like education, and too much on our immediate temptations like al¬ 
cohol. W'e need sometimes to correct as electors our fallibility as 
consumers. 

Tins does not mean, however, consumer choice has disappeared or 
that there is now a group of large companies which can do its plan¬ 
ning for the state and her choosing for the consumer. Large compa¬ 
nies arc not new. The railways were very big in their day. No com¬ 
pany, however large, can create a demand which is not at least la¬ 
tent. 

Heal success comes from making po.ssible the satisfaction of these 
latent demands. People always wanted mobility, then they got the 
motor car, they always wanted speed, then they got the aeroplane. 
But to create a demand which met no desire of con.sumers would 
probably be impossible; it would certainly be intolerably expensive. 

The proof of this is the way large companies go about their mar¬ 
keting. First, they try and find out what the consumer wants by re¬ 
search; they then tiy and develop products to meet these wants; 
then they test these products on tlie consumer. Even at that stage, 
and after all the research, a very high percentage of all new con¬ 
sumer products fail. Something in the consumer’s mix of desires has 
been missed. 
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Professor Galbraith’s world is the ideal world of the managerial 
class—a world from which the risk and uncertainty have been re¬ 
moved, and where the public accepts their priorities; they, too, 
value clean air and beautiful cities. But it is a world attainable so far 
only by professors who can still dictate what their consumers, the 
students, will and will not have, though one suspects that it is the 
professor who is about to be faced with students making consumer 
choice, not the marketing man who is going to be blessed with tied 
consumers. Jour. Indus. Econ., Nov. 1967, 26(1), pp. 1-9 (En¬ 
glish). Unilever Limited, Unilever House, London, E.C.4 

Andheani, E. Le coflt d’opportunit^. Rev. Econ., Sept. 1967, pp. 840-58. 
Ben-Pobath, Y. The production of human capital and the life cycle of earn¬ 
ings. Jour. Pol. Econ., Aug. 1967, pp. 352-65. 

Behndtson, H. Produktionsfunktionen och kunskapsfaktom. (The production 
function and the "know-how” factor. With English summary.) Eicon. Sam- 
fundets Tids., 1967, 20(3), pp. 146-50. 

Blakley, G. R. and Gossling, W. F. The existence, uniqueness aiid stability 
of the standard system. Rev. Econ. Stud., Oct. 1967, pp. 427-31. 

Demaria, G. I nuovi comportainenti psicologici e i loro effctti sulla realti 
economica. Giorn. d. Econ., M.ay-June 1967, pp. 319-60. 

Dhrymes, P. J. On a class of utility and production functions yielding every¬ 
where differentiable demand functions. Rev. Econ. Stud., Oct. 1967, pp. 
399-408. 

Gay, a. Esistenra e caratteristiche dell’ equilibrio in modelli di tipowalrasiano. 

Riv. di Pol. Econ., Aug.-Sept. 1967, pp. 1203-40. 

GuTAfANN, P. M. Indifference curve.s, consumer decisions and time. (With 
Italian translation) Riv. Intornaz. di Sci. Econ. e Com., Aug. 1967, pp. 
816-24. 

Hocendorn, J. S. Response to price change: a Nigerian example. Economica, 
Aug. 1967, p. 325. 

Kumagai, II. How should income be distributed? Osaka Econ. Papers, Nov. 
1966, pp. 33-41. 

KuniHARA, K. K. Technological flexibility and “Golden Age" equilibrium 
growth. Indian Econ. Jour., Jan.-March 1967. 

Ledebur, L. C. Problem of .social cost. Am. Jour. Econ. Soc., Oct. 1967, pp. 
399-415 

Martino, A. Sulla natura endogena del progresso tecnico. Riv. di Pol. Econ., 
July 1967, pp. 1061-1113. 

McCall, J. J. Competitive production for constant risk utility functions. Rev, 
Econ. Stud., Oct. 1967, pp. 417-20. 

Millican, R. D. a re-examination of Engel’s laws using BLS data (1960-61). 

Jour. Marketing, Oct. 1967, 1, pjr. 18-21. 

Nath, S. K. Welfare economics, economic growth and the choice of techni¬ 
ques. Jour. Develop. Stud., Jan. 1968. 

Robinson, J. Marginal productivity. Indian Econ. Rev., April 1967, pp. 75-84. 
Sato, R. and Nac.atani, K. The stability of oligopoly with conjectural varia¬ 
tions. Rev. Econ. Stud., Oct. 1967, pp. 409-16. 

-Schmitt-Rink, G. Kapitalintensitiit und Kapitalrentabilitat im Marxschen 
Modell. Schmollers Jahrb., 1967, 87(2), pp. 129-54. 
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ScmniT-RiNK, G. Untemehmungswachstuin und -adjrumpfung. Tell I* Ko 
stanle Wachstumsrdte (Schruinpfungsrate) der NocWrage. Jahrb. f. N 
tioiialok und St.ii, Oct 1967, np 1-32. 

SiiFUMAN, fl. AND Vl'iu £T, T. D Potfutlal entrants discourage enby. Joui 
Pol Econ , Aug 1967, pp 400-03. 

SiEDLUT, 11. Zur inttiregionalen Verteilung neuen technischen Wiseens 
Zethchr, /. die Cn StcUbwi^s, April J967, pa. 231-63.^ 

VrciRFLU F Lj funzione dt produzione ad elasticity di sostituz/one costant 
e l.i stima del tasso cii i)rogrciio tecnico. Riv. di Pol. Econ., July 1967, pp. 

I I J.mnruhi thi him di cnncunio in Itnlin dal 1953 al 1964. Analisl 
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Income and Employment Theory; 

Related Empirical Studies 

AxEBtoF, G. A. AND NoRDHADs, W. D. Balanced Growth— A Razors 
Edge? 

Modem growth theory has laid great stress on the properties of 
systems capable of balanced growth. Two types of discussions have 
predominated: those which show convergence toward balanced 
growth, and those which discuss the character of balanced growth 
paths. This is a model of steady technological progress. One implica¬ 
tion of the findings is that balanced growth in the presence of steady 
teclinological change may be, in a well-defined sense, a razor's edge 
case. 

This paper extends the vintage model of Solovv in which he ana¬ 
lyzes capital-embodied technological change in a Cobb-Douglas 
(CD) production function, to the general case of neoclassical pro¬ 
duction functions. Tlie properties of the more general case differ 
greatly from Cobb-Douglas and Cobb-Douglas is in fact a razor’s 
edge case. On one side of CD, where the elasticity of substitution is 
less than one, the long-mn growth properties of the system are simi¬ 
lar to (but not the same as) Cobb-Douglas. On the other side, 
where the elasticity of substitution is greater than one, the system 
explodes to infinite growth rates. A similar property appears in the 
dual space, for the (competitively determined) interest rate be¬ 
comes negative if the elasticity of substitution is less than one, while 
it becomes infinite if the elasticity of substitution is greater than one. 
Thus some striking discontinuities of asymptotic behavior arise. 

From this we conclude that CD may be an unfelicitous choice of 
production function. Economists who tliink about long-run models 
might begin to think in terms of models which show unbalanced 
growth; the best place to start such thinking is with production 
functions which are not Cobb-Douglas. Inter. Econ. Rev., Oct. 1967, 
8(.3), pp. 343-48 (English). University of California, Berkeley and MIT 


Cass, D. Optimum Growth in an Aggregative Model of Capital 
Accumulation: A Turnpike Tlieorem. 

Recent contributions to the theory of optimum economic growth, 
like Ramsey’s seminal work, have been primarily concerned with tlie 
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■ }■ of mAxirnizins the sodal welfare generated by the en- 

lame comlption- As « altemattre fomulatiM^ to 
t poMulated that only the sodj welfare «an^ten 
iSre conLptions over some Bnile period is of d^t con- 
Jm. eo„e,,,..0„s heyond U,c honaon are aeco^ted for o^ War 
as a lowti bound on the tefminal capital stock is prescribed. Then, 
within a closed, aggregative framework, the behavior of growth 
paths which are optimum with respect to this social welfare is inves¬ 


tigated 

Our centra) result is to exhibit a general property of such opti¬ 
mum growth paths. Stated loosely, this property is that any economy 
pursuing optimum grov'th over a sufficiently long period would 
spend all except at most an initial and final phase of the period per- 
foimmg nearly golden rule balanced growth (appropriately defined 
for a possibly nonzero sodal discount rate). Hence, we have gener¬ 
alized tlic turnpike propeity of essentially pure production models, 
onginallv elaboiated by Dorfman, Samuelson, and Solow, and later 
cxplonxl by many otheis, m an important direction: A similar result 
IS shown to hold when the intrinsic value of consumption—over and 
above its mdiicct contiibution to the continuation of production—is 
csphcitlv accounted for. Econometrica, Oct. 1966, 34(4), pp. 833-85 
(Enghshl Cow Ics Foundation for Research in Economics and Yale 


University 


Davidsov, P. a Keynesian View of Patinkin’s Theory of Employ¬ 
ment 

This paper attempts to illuminate the basic theoretical concepts 
that sepal ate Patinkin (and other modem neoclassical economists) 
from those posl-Keynesian economists who (follow'^ing Keynes’ lead) 
have restored the aggregate supply function for commodities to a 
position of equivalence with aggregate demand in the analysis of 
the equilibrium level of prices, employment and output. The ulti¬ 
mate purpose is not merely to get the “right” model, rather it is 
hoped that by focusing on the difference in the models, professional 
discussions on the “right” full-employment policy mix may be re¬ 
oriented. 

The fundamental divergence between Patinkin and the Keynesian 
is due partly to a semantic confusion resulting from the fact Aat Pa¬ 
tinkin defines market equilibrium as identical wdth market clearing 
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and partly as a result of Patinkin’s mistaldngly identifying a real- 
wage rate determining equation (the marginal productivity curve) 
as die demand curve for labor. Accordingly, the difference between 
the two schoob revolve around the analysis of the labor market. 

The paper shows that clearing is a sufficient but not a necessary 
condition for equilibrium. Since Padnkin defines clearing as synon¬ 
ymous with equilibrium, Keynesian economics becomes disequilib¬ 
rium economics by Patinldns limited defim'tion. Moreover, in the 
Keynesian system, the demand for labor is derived from the aggre¬ 
gate effective demand for goods while in Patinkin’s model, the de¬ 
mand for labor b independent of the level of effective demand; in 
fact, it is shown that in Patinkin’s model the demand for commodi¬ 
ties is derived from his demand for labor function. 

Patinkin believes that monetary policy in a world of flexible 
wages and prices will be efficacious in maintaining full employment. 
The Keynesian’s aggregate supply-demand approach, on the other 
hand, leads to the conclusion that some factor such as money-wages 
must be sticky (if not fixed) if we are to have any stability of values 
in a monetary system. Thus monetary and fiscal poh'ey in conjunc¬ 
tion with an incomes policy is desirable for both efficiency and eq¬ 
uity reasons. This does not mean that Keynesians deny the impor¬ 
tance of money, for in a monetized production economy it would be 
foolish to deny the importance of money. After all it was the neo- 
classicists who thought money was a veil. Keynes’ entire life and 
writings were devoted to demonstrating tliat “money matters”. Econ. 
four.. Sept. 1967, 77(307), English. Rutgers, The State University, 
USA 


Fau, J. Equilibrium and Disequilibria in the National Productive 

Process. 

The table of inter-industrial trade sets out, in terms of value, ex¬ 
changes between producers and their contribution to final demand 
(PIB or GNP). 'This situation is balanced by construction. The for¬ 
mulae assume a disequilibrium in time as between the quantities 
produced and the quantities of factors. 

The author investigates these two points and distinguishes the hy¬ 
pothesis of stable structures from that of structures in the process of 
development. He resorts to the structural analysis of the "value of 
production by branches already developed by him, in terms either 
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ofBccmiJ^ted "added yabes" or induced "Snal dmai.*'. He tb» 
Ot Bccumuidi I economicity the movements of 

tTcMon to the pZes of supplies (in- 
I^Ju^iJ'L.LpUou). -soucursl developmaof, which presup. 
po-ses disequihbnum m the relative prices ot goods, is thus distin- 
guisbed and at the .same time deduced from the "growth of national 
production”, which can be ensured simply by stepping up tlie tempo 
of work. Recue Economiqne, 1967, No. 5, French. 


Fj kci’son, C. E. Neoclassical Theory of Technical Progress and 

Relative Factor Shares. 

The paper contains a summary restatement and interpretation of 
the neoclassical tlieory of distribution, relative shares, and technical 
progress. Both the Hicks and Harrod concepts of technical progress 
are used in both one- and two-sector models to focus attention upon 
the fundamental detenninants of the behavior of relative shares. In 
the two-sector model, it is shown that the change in relative shares 
can be separated into a “within sector” effect (which depends upon 
the elasticity of substitution, the bias of technical progress, and the 
behavior ot the capital-labor ratio) and a “between sectors” effect 
(winch depends upon the changing composition of aggregate de¬ 
mand). It is further shoiin that the “betw'cen sectors” effect must be 
endogenous to the model of income distribution in as much as the 
share of the machinery sector in total output must equal the average 
jMopensity to save. Finally, it is shown that; (a) if the average pro¬ 
pensity to save is a constant, the “between sectors” effect is zero; 
and (b) if the propensity to save is a variable, the “between sectors” 
effect cannot change the diicction in which relative shares change, 
but it always moderates the amount of change. Southern Econ. 
Jour., Jan, 196(S, 34{3), English. Micbigiui State University, USA 


Hamada, K. On the Optimal Transfer and Income Distribution in 
a Growing Economy. 

One of the possible objections to income transfers from the capi¬ 
talists to the workers would be that it reduces the overall saving 
ratio of an economy and retards capital accumulation. If the average 
propensity to save of tlie capitalists is larger than that of the work- 
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ers, transfer payments from the former to the latter, say by social 
security or collective bargaining, reduce the overall saving ratio, 
which in turn results in a smaller capital-labor ratio and a smaller 
income-labor ratio in the eguilibrium growth path. Transfer pay¬ 
ments will increase the labor share but may reduce the total income 
to be distributed between labor and capital. 

In a neoclassical model where saving ratios are different, it can be 
shown that no transfer is the best policy for the workers as far as the 
c'omparison of the balanced paths is concerned. The reasoning goes 
roughly as follows: the decrease in the capitalists’ income by trans¬ 
fers is just offset by the increase in the interest rate and the increase 
in the workers’ income just offset by the decrease in wages. 

If one proceeds to compare unbalanced paths in general, it can be 
shown that positive transfers become eventually tlie best policy for 
maximizing the discounted sum of the workers’ per-capita income. 
In particular, if initial endowment of capital is small to the econ¬ 
omy, the abstinence of the workers is needed at an early stage of 
economic development in order for them to enjoy the fruit of capital 
accumulation in the long run. Rev. Econ. Studies, July 1S67, 
34(99-3), pp. 285-94 (English). University of Tokyo 


Harbis, D. J. Inflation, Income Distribution and Capital Accumula¬ 
tion in a Two-Sector Model of Growth. 

This paper brings together some of the structural and behavioural 
features of the process of capital accumulation. Stractural features 
considered relate to the technical specificity of capital equipment in 
production of consumer goods and capital goods. Behavioural fea¬ 
tures relate to the Neo-Keynesian view that saving and investment 
are equated under dynamic conditions through price increases 
which shift income from income-groups with a low propensity to 
save to those with a high propensity. 

A two-sector model incorporating these features is constructed. 
Extreme thi-iftiness prevails, all the surplus above wages being 
saved. Money wages interact with the price level through a wage- 
adjustment function. The model is solved explicitly for the time path 
of the price level generated by different rates of accumulation. Com¬ 
puter simulation with selected empirical values of the parameters 
yields numerical examples. A qualification of the concepts of “infla- 
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from the results. Eoen. Jour., Dec. 1967, 77(30tfJ, 
sity of Illinois, USA 


En^ib^ Uvimy 


Habtman, L. M. and Secixeh, D. Toward the Aj^licatJcm of Dy¬ 
namic Growtli Theory to Regions. 

In this article, a regional investment model is developed to formu- 
late more prccileh the question of whether a region is capable of 
sustained endogenous growth. The model consists of six equations 
specif) mg determinants of income, consumption and capital goods, 
cxpoits, and inv(}‘<twcnt Die solution, in tlie form of a general 
difference equation, relates regional income overtime to exports and 
changes in exports as exogenous determinants of growth- and the 
usual second degree difference equation soluUon myolvmgthe roots 
time- c\ponenti .ind pjr.imetcrs The soiution is analyzed in terms of 
paiametcr \aJitrb, which arc the determinants of the time path of 
grow th. The parameters of interest are the propensities to consume 
and invest, and the level of imports. Specification of these parame- 
teis gives a quantifiable determinant of the level of import leakage 
that will "damp out” multiplier-accelerator effects. 

Implications from the model are then discussed with reference to 
the estimation of input-output projections of regional growth and 
the dynamic multiplier related to the static multiplier of the input- 
output model. Next, two questions are formulated concerning equi- 
hbrium growth paths for regions and the suitability of geographic 
regions as units of analysis. Lastly, the problem of stuictural change, 
i.e., changing levels of imports, is discussed as it relates to growth 
phenomena. Jour. Regional Science, Winter 1907, 7(2), pp. 167-73 
.English). Colorado State University, USA 


CuMARA SwAMY, M. R Innovation in Monopolistic Competition and 
All That. 

The paper attempts to establish a meaningful hnk among Schum- 
leter s concept of Innovabon and Chamberlin s concept of Monopo- 
stic Competibon and Kumara Swamy s proposed theory of Periodi- 
al Monopolistic Compebbon or Modem Dynamic Competition. 



la Part I of artiide, tbe aullMa' fwaiHaijaes die teadm widi Tais 
eailier works p^taining to period analyds in monopolistic competit* 
tion and growth models, eta In Part II, tiie audior examines the ‘an- 
alytical’ subject of the role of innovation in naonopolistic competition 
by extending the arena of monopolistic competition to macroeco¬ 
nomic dynamics in that, for instance. Professor Dr. Kumara Swamy 
points out “the rate of economic growth may be computed by taking 
the mean values of the peaks (P and T in our diagram) and the 
mean values of the floors (Q and N in diagram). The elasticity of 
the mean values (floor and peak) will give us an idea of the rate of 
growth of the economy.” In Part III, the author presents a complex 
geometry of the role of Periodical Monopolistic Competition in dif¬ 
ferent stages of economic development. Active research on these 
lines is in progress. Revue Econ. Pol., 1967 (1), French. University 
of Alabama and Central Christian College of West Virginia, USA 

Liviatan, N. and Levhari, D. The Concept of the Golden Rule 
in the Case of More than One Consumption Good. 

This paper generalizes the concept of the Golden Rule of Accumu¬ 
lation to an economy which produces two (or more) consumption 
goods. We assume constant returns to scale and a neoclassical pro¬ 
duction function. We also assume as usual that labor grows at a con- 
tant percentage rate. Under certain conditions it is then possible to 
define a function (which we call a Golden Rule Transformation 
Function) which specifies maximum per capita consumption of one 
good for given values of per capita consumption of the other good. 

The conditions for the existence of the foregoing transformation 
function are discussed in detail with the aid of diagrammatic analy¬ 
sis. It is then shown that under the usual neoclassical assumptions 
this function is concave. It is also shown that, as in the single good 
3 ase, the generalized Golden Rule satisfies the condition that the 
rate of profit on any capital good equals the rate of growth of labor, 
similarly, the value of saving (properly defined) equals the 
/alue of profits. Another characteristic of the generalized Golden 
Elule is that it satisfies the criterion of eflScient capital accumulation. 

In the end of the paper we discuss some optimality aspects of the 
generalized Golden Rule. American Econ. Rev., March 1968, 58(1), 
English. Hebrew University of Jerusalem, Israel 
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Odung-Smee, J. C. The Rise in the UK Personal Saving Ratio. 

This is a short note on the published estimates of the saving of the 
personal sector of tlie U.K. It discusses the errors that exist in the 
data and urges caution in analysing the apparent upward trend in 
the saving ratio. Bull Oxford Inst. Econ. 6- Stat., Aug. 1967, 29(3), 
pp. 281-S7 (English) 


Orb. L. D. A Comment on Sales Anticipations and Inventory In¬ 
vestment. 

lliis paper is based on Peter Pashigian’s recent contribution to the 
analysis of inventor)' investment which was published in the Janu- 
aiy, l%.a International Economic Review. Two inventory accelerator 
models arc proposed which incorporate the concept of “unplanned 
iiu'cntor)' investment" developed by Lovell and others as well as the 
“revision of expectations” characteristic presented in the Pashigian 
paper. Pashigian’s regression estimates are reinterpreted within the 
framewoi k of these models. 

One important conclusion is that explicitly including both revision 
of expectations and unplanned inventory investment in the models 
provides some additional insights into regression results, and gener¬ 
ally )ields more satisfactory parameter estimates. A second conclu¬ 
sion points to the likelihood that actual sales may serve in part as a 
proxy variable for expected sales when anticipatory data are not 
completely ade(iuate. This factor can be important, and should be 
considered in the interpretation of regression estimates for inventory 
models which use anticipatory data. Inter. Econ. Rev., Oct. 1967, 
8(3), p. 368 If (English) 


PiiELPS, E. S. Phillips Curves, Expectations of Inflation and Optimal 

Unemplo)ment Over Time. 

A dynamic model of inflation is constructed which together with 
preferences yields a social-utility-maximizing time-path of unem¬ 
ployment or capacity utilization. The ingredients of the model are a 
Phillips Curve in terms of price change that shifts with changes in 
the expected rate of price and wage change; an adaptive expecta¬ 
tions mechanism that makes the expected inflation rate adjust to a 
discrepancy between the actual and expected inflation rates; and a 
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social utility function that is the sum of the discounted rates of util¬ 
ity at each point in time. The rate of utility depends upon consump¬ 
tion and leisure, hence upon employment and the money rate of in¬ 
terest (or the convenience yield on money). 

It is shown that the rate of time preference determines whether 
an “overemployment” or an “underemployment” policy will be opti¬ 
mal, given initial conditions. In particular, high time preference 
makes optimal a “high-pressure” pohcy of abovc-equihbrium em¬ 
ployment rates though asymptotically the employment rate must ap¬ 
proach its equihbrium level at which expected and actual inflation 
rates are equal. A sufliciently small rate of time preference can make 
optimal an austere underemployment pohcy even when the myopic, 
static approach would call for overemployment. The reader is cau¬ 
tioned, however, against drawing policy conclusions from the model 
in its present state. Economica, NS, Aug. 1967, 34(135), pp. 254-81 
(English). University of Pennsylvania, Philadelphia, USA 

Pratt, R. T. Regional Production Inputs and Regional Income 

Generation. 

Regional economic analysis has long rehed on one or another ver¬ 
sion of the so-called “multiplier models.” The two most common ver¬ 
sions of tliis type of model are die economic base model and die na¬ 
tional or international income multipUcr model. These models are 
universally characterized by two properties; (1) they are demand 
oriented models, and (2) they imply maximization of aggregate in¬ 
come (value added, employment, etc.). 

This paper provides a discussion of the influence of supply on re¬ 
gional income generation and the manner in which this influence is 
reflected by die multiplier models. It is showm diat consideradon of 
the supply side of multiplier models leads into questions of regional 
welfare and finally into the basic question of the applicability of 
aggregate income growth maximization as an appropriate and mean¬ 
ingful regional goal. 

'Hie paper is presented in three major sections: (1) a brief pre¬ 
sentation of the models being discussed. (2) The effect of supply 
factors on amoimt of aggregate income generated. (3) Some ques¬ 
tions of the applicability of aggregate income models. 

The paper specifies a simple income multiplier model. Assump¬ 
tions are made concerning the propensities to consume, and to im- 
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port for the entrepreneur, employed workers, and presently unem¬ 
ployed workers. Assumptions are made concerning a local economic 
activity which produces a product in a fully vertically integrated 
plant. The product may be eitlier produced in the plant or imported 
as an intermediate good by the entrepreneur. 

It is pointed out that the nature of the production input influences 
many other aspects of regional life including: 

1. Regional income distribution 

2. Income stability witliin the region 

3. The level of per capita income 

4. Cultural and social opportunities within the area 

5. The physical environment, especially in terms of the quality of 
open space in the region, quantity and quality of water re¬ 
sources, and degree of air pollution 

6 . Racial and cultural patterns in the region 

7. Quality of hfe and leisure opportimities 

Upon examination, it is found that simple income maximization is 
not necessarily consistent with increasing welfare or quality of life 
within the region. One explanation of the common orientation 
around general aggregate growth models is the fact that many 
groups high in the regional power-structure benefit directly as a re¬ 
sult of regional growtli. Jour. Regional Science, Winter 1967, 7(2), 
pp. 141-49 (English). University of Utah, USA 


Shapley, L. S. and Shubik, M. Quasi-Cores in a Monetary Economy 

With Nonconvex Preferences. 

A model of a pure exchange economy with money is investigated 
without the usual assumption of convex preferences. Tlie concept of 
core, taken from the theory of games, is applied to show tliat if there 
are sufficiently many participants of all types then the economy as a 
whole will possess solutions that are sociologically stable, or very 
nearly so, in that they cannot be profitably upset by any coalition of 
traders. 

More precisely, it is shown that even if there is no competitive 
equilibrium, and even if the true core is absent (as can happen with 
nonconvex preferences), nevertheless certain quasi-cores \n^l even¬ 
tually appear if tlie economy is enlarged homogeneously. These qua¬ 
si-cores are defined by requiring coalitions to gain some definite 
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threshold amount before they are permitted to block a proposed 
general distribution of goods and money. It is necessary to distin¬ 
guish between “weak” and “strong” quasi-cores, according to 
whether the gain-tlireshold is applied to individuals or to coali¬ 
tions; somewhat stronger (but still very weak) regularity conditions 
are required in the latter case. 

The money assumption serves to provide a common utility mea¬ 
sure for defining the gain-thresholds, and it also enables the game 
model to be put into characteristic-function form, greatly simpli¬ 
fying the analysis. It does not appear, however, that the money as¬ 
sumption is crucial to the larger, heuristic thesis of the paper, 
namely that nonconvex preferences are not a significant disturbing 
factor when the number of economic agents is large. 

A number of simple examples are included. Econometrica, Oct. 
1966, 34(4), pp. 805-827 (English). The RAND Corporation and 
Yale University 

Enxe, H. and Maneval, H. Die Einfliisse des Beschaftigungsgrades xmd der 
Preisentwicldung auf die Lohnentwicklung in der Bundesrepublik Deutsdi- 
land. Jahrb. f. Nationalokon. und Stat, July 1967, pp. 485-506. 

Evans, M. K. The importance of wealth in the consumption function. Jour. 
Pol Econ., Aug. 1967, pp. 335-51. 

FEnjisTEiN, M, S. Specification of the labour input in the aggregate production 
function. Rev. Econ. Stud., Oct. 1967, pp. 375-386. 

FniscH, H. Ein Zwei-Sektor-Model! des wirtschaftbchen Wachstums. Jahrb. 

f. Nationalokon. und Stat., July 1967, pp. 463-84. 

IIelbxa, T. Tulopolitiikka—uusi nimi vai uusi suunta. (Incomes policy—a new 
name or a new policy. With English summary.) Kansantalouaellinen Aika- 
kaiiskirja, 1967, 63(3), pp. 151-67. 

Keyseblinc, L. H. Employment and the “new economics." Annals Am. Acad. 
Pol. Sor. Sci., Sept. 1967, pp. 102-19. 

Kuh, E. a productivity theory of wage levels—an alternative to the Phillips 
Curve. Rev. Econ. Stud , Oct. 1967, pp. 333-60. 

La Toubette, J E. A diagrammatical exposition of neutral and non-neutral 
technical change in the Harrod-Domar model. Econ. Infemaz., Aug. 1967, 
pp. 470-77. 

Mabuchi, T. a proposal of “general” foreign trade multiplier. Butt. Univ. 

Osaka Prefecture, 1967, IJ(Ser. Dl, pp. 24-29. 

Mitcehji, V. The multiplier-matrix and prices. Indian Econ. Rev., April 1967, 
pp. 85-94. 

Nabs, K. Efterfr&geiaflation 1 ekonomisk-politidrt perspektiv. (Inflationary pres¬ 
sure in the light of economic policy. With English summary.) Ekon. Sam- 
fundets Tids., 1967, 20(3), pp. 131-45. 

Ott, a. E. Marx and modem growtli theory. German Econ. Rev., 1967, 5(3), 
pp. 189-9S. 

Prados Arbarte, I. El comercio exterior y su lugar en una teoria econdmica 
din&mica. Moneda y Crddito, June 1967, pp. 14-53. 

Richter, R. Die Rolle der Bonkcn in makroSkonomischen Modellen. (Ein 
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Betlrag zur Einbcziehung der Finaiizierungsrechnung in die mokrodkono- 
mische Theone ) Jahrb r. Nationalokoii. und Stat., July 1967, pp. 441-62. 
Rorr, W. Das Akzelerationsprinzip in einem Zwei-Sektoren-Modell Zeitschr. 

f die Ces Stjatswiss, Apnl 1967, pp. 264-78. 

Sc HULLm. K. Stabilit) and growth as objectives of economic policy. Gennan 
Econ Rev , 1967, .5(1), pp 177-88 

Shomfieus, a Stabdc/atiou policies in the West, from demand to supply 
management ]nur Pol Econ , Aug 1967 Suppl., pp. 433-45. 

SiMAVTov, A The dvnamics of growth and agncniltiire. Zeitschrift f. Nation- 
alokon , Aug -Sept 1967, pp 328-.51 

Taviacns, F \i AND SoioMOM, E H Tassi d’mteressc, politica monetaria e 
flusso di iispaiinio ricgli anni "sessanta”. I’espeneriza statunitense. (With 
English suinmirj ) Rispannio, June 1967, pp 1004-35. 

\\ad\, S An cvteiision ot Solow’s model of economic growth Bull, Univ. 

Os ik 1 Tuft efure, 1967, f /(Ser D), pp. 13-23 
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History of Economic Thought 


Fjsheh, W. D. Oskar Ryszard Lange, 1904-1965. 

Oskar Lange, eminent economist and statesman, died on October 
2, 1985. This brief memorial note recalls the main events of his life 
and the general character of his work. His life embraced both schol¬ 
arly and political activity—both in East and West. His work, which 
is of extremely broad scope, has served to clarify economic theory 
and to some extent to harmonize the ideology of Marx with that of 
Walras. He was a memorable teacher and expositor. 

A selected bibliography is appended listing 43 items classified 
under the headings: Early work; General theory, methodology and 
political economy; Macroeconomic and cycle theory in the market 
economy; Technical econometrics and related fields; Practice of so¬ 
cialism; Development planning. Econometrica, Oct. 1966, 34(4), pp. 
733-38 (English). Northwestern University, USA 


Gordon, B. J. W. E. Hearn On Rent.- An Early Item. 

William Edward Hearn was the first professor of economics in the 
University of Melbourne. His major work was Plutolo^y: or the 
Theory of the Efforts to Satisfy Human Wants (1863). This book is 
one of tlie most celebrated contributions to the dev'elopmcnt of eco¬ 
nomic analysis to have emerged from Australia, and was highly re¬ 
garded by W. S. Jevons and Alfred Marshall, among others. 

New light is shed on the genesis and contents of the PJutology by 
consideration of a neglected paper On Cottier Rents which Hearn 
read to the Dublin Statistical Society in 1851. The paper enhances 
our understanding of Hearn’s views on social evolution, the role of 
aggregate demand, value theory, wage theory, and rent determina¬ 
tion. It also indicates that Hearn anticipates the development of a 
generalised approach to distribution based on marginal productivity 
theory. 

Hearn is shown to be a critic of tlie Ricardian thesis that, as soci¬ 
ety progresses, there must be an increa.se in the share of national in¬ 
come received by landlords as rent, while the profit share declines. 
'Ihis prognosis is qualified by the argument that there are limits to 
the use of land, and hence, to the growth of the rent share. Tliese 
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limits are provided by “the ordinary rate of profit” in some drcum- 
stances, and by “the ordinary rate of wages” in others. The demand 
for land will always be limited by the net productivity gain which 
accrues from its use. It is only where profit rates and wages remain 
relatively low for long penods, diat there will be a marked progres¬ 
sion towards the use of increasingly less fertile soils of low yield. 
Australian Econ. Papers, June 1967, 6(8), pp. 103-12 (English). 
Massachusetts Institute of Technology, USA and University of 
Newcastle, New South Wales 


Kixeb, B. F. Tlie Concept of Human Capital in tlie History of Eco¬ 
nomic Thought. 

This article piesents the detailed history of the concept of hu¬ 
man capital, as a wealth-producing factor, from the days of Sir 
William Petty in 1691 down to Irving Fisher. Although man himself 
has been regarded as Capital, especially by Walras and Fisher, most 
economists—particularly of the English Classical school—included 
only the skill. But human capital as such did not get a concrete 
treatment fiom tlicm. The author thinks that the rates of return on 
mvcstments in human beings were not calculated by the svriters exa¬ 
mined here, probably because they found difficulty in resolving the 
consumption-investment dichotomy. Indian Econ. Jour., Jan.-March 
19G7, 14(4), pp. 467-86 (English). Columbia, South Carolina 


Nei.i., E. J. \\'icksell’s Theory of Circulation. 

Wicksell’s theory of the “cumulative process” is based on the 
proposition that the price level will be con.stant when the natural 
rate of interest equals the money rate. His only detailed justification 
of this appears in Interest and Prices; Frich and Uhr have given 
more recent expositions of his argument. Unlike most modem mone¬ 
tary theory, his model does not depend on substitution among as¬ 
sets; nor is there any need to consider saving and investment— 
though in their absence, in the “stationary state,” the natural rate 
has to be redefined. This can easily be done with the aid of linear 
production theory. 

The problem of price level equilibrium is that inputs are produc¬ 
tive, i.e., produce more than is needed for replacement. Since money 
breaks the act of exchange into two parts—purchase of input and 
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sale of output—a given money supply has to exchange at the same 
price level for two unequal sets of goods. But the payment of inter¬ 
est on loans expands the available money purchasing power. If the 
money supply consists of bank deposits earning interest at a rate 
equal to Ae average (equals marginal) productivity of capital, ex¬ 
actly the required money purchasing power will always be avail¬ 
able. 

Unfortunately Wicksell’s model requires banks to take easily 
avoidable losses. Nor is it clear how the chain of payments would 
begin. Further difficulties emerge in the accoimt of the “cumulative 
process.” Though the problem is interesting and relevant to growth 
theory, the solution proferred is unacceptable. Jour. Pol. Econ., Aug. 
1967,75(4-1), pp. 386-94 (English). Wesleyan University 


Petrella, F. Adam Smith’s Rejection of Hume’s Price-Spede-Flow 

Mechanism; A Minor Mystery Resolved. 

Adam Smitli s unwillingness to incorporate David Hume’s mone¬ 
tary theory into the Wealth of Nations has been viewed as a mystery 
by historians of economic analysis especially since Smith, in his ear¬ 
lier Lectures, apparently approved of Hume's analysis. 

This paper explains Smith’s behavior by showing (i) that Hume’s 
monetary analysis was not clearly anti-mercantilist. Since it con¬ 
tained several mercantilist connations, perhaps Smith was dissuaded 
from developing the analysis and integrating it into the Wealth of 
Nations, (li) that Smith’s acceptance of the price-specie-flow mecha¬ 
nism would have implied the denial of his ovm system and the repu¬ 
diation of his vision concerning the proper direction for capitalist 
development. By subjecting the independent real variables of 
Smith’s system to a dependency upon monetary forces, Hume’s 
price-specie-flovv mechanism, through the periodical international 
redistribution of specie, umuld alter relative prices and output in 
spite of the powerful autonomous forces of capital accumulation and 
the division of labor. 

Consequently, Smith developed a monetary analysis more suitable 
to his real analysis. The main concept in Smith’s monetary theory 
is the automatic-export-of-surplus-specie” mechanism. Along with 
free international trade, they become the ultimate safety valves, in¬ 
suring optimum performance of more fundamental forces in the 
Wealth of Nations: (i) free international trade, by carrying away 
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the fruits of tlie division of labor and capital accumulation, assured 
the widest possible markets for industry and guarded against domes¬ 
tic capital redundancy, (ii) the export of specie mechanism, by au¬ 
tomatically cany’ing away surplus funds to be expended abroad, in¬ 
sulated real productive forces from monetary interference and gen¬ 
erated favorable secondary income and employment effects domesti¬ 
cally. Southern Econ. Jour., Jan. 1968, 34(3), Engliiih. College of the 
irolyCros.s, USA 

Bhandjs, R flti the no.viniii; influence of authority. Quart. Rev. Econ. & Bus., 
aiitiunn 190T, pp. 37-41. 

BkoM'Cmiw.'.nt.u, M. and Kosai, Y. On the Marxian capital-consumption 
rjUo. Sci ScK‘, fall 19G7, np. 467-73. 

Dohh, .\I jMar\'s Capital aricl its place in economic thought. Sci. & Soc., fall 
1967, pp 5 : 7 - 10 . 

Fo.mh, R. S. .Mais’s Capital in the United States. Sci. & Soc., fall 1967, 
pp. 461-66. 

FuKOHsru, N. W. Senior and J. S. Mill. Bull. Univ. Osaka Prefecture, 
1967, ll(,Scr. D\ pp 43-5S 

Oamiuno, a. I'ohtujue monetaire et cicdit chez C. B. Turroni. Econ. Appli- 
<}uec, 1967, :0(3), pp 3S9-410. 

Cli'tf'ALONE, J. A, Thoistcin Vcblen. Uiio .schema di sviluppo LsHtuzionalistico. 
(ii'ith English summary.) Riv. Intemaz. di Sci. Econ. e Com., Aug. 1967, 

pp. 606-1.1 

GiACAi.oNi’, J .4. Wesley Mitt hell e lo sviluppo economico. (With English 
sTiimnaiy.) 16v. Intirnaz. di Sci. Econ. o Com., Sept. 1907, pp. 911-20. 
GoLinvAV, D. Appearance and reality in Marx's Capital. Sci. & Soc., fall 1967, 
pp. 428-47. 

CoHDON, B J. W. E. Hearn on rent: an earl) item. Australian Eton. Papers, 
June 1967, pp. 103-12. 

IlAii'iEn, L. G. ilic leg.icy of John R. Commons. Jour. Econ. Issues, Jime 1967, 
pp. 63-73. 

Ilmscil, A. The .'\mcricari stUing and Wesley Clair Mitchell’s view of tradi- 
bon.al economics. Jour Econ. I.ssues, June 1967, pp. 74-85. 

IIODCES, D C. The method of Capital. Sci & Soc., fall 1967, pp. 505-14. 
Lundbehg, E. L’iufluenza di Gustav Cassel siilla teoria economica e sulla politica 
economica. Econ. Internaz., Aug. 1967, pp. 478-90. 

Malamint, B, The “cccmomic liberalism” of Sir Edwaid Coke. Yale Law Jour , 
June 1967, pp. 1321-58. 

McNulty, P. J. A note on the history of perfect competition. Jour. Pol. Econ , 
Aug. 1967, pp. 395-99 

Mohhls, j M.irx a.s a momtary theorist. Sci. & Soc., fall 1967, pp. 404-27. 
Sciilesingeh, R. The general law of capitalist accumulation: past and future. 
Sci. & Sex:., fall 1967, pp. 515-26. 

Shehman, H. j. Marx and the business cycle. Sci. & Soc., fall 1967, pp. 486-504. 
Shoul, B. Karl Marx’s solutions to some theoretical problems of classical eco¬ 
nomics. Sci. & Soc , f,,ll 1967, pp. 418-60. 

Sweezy, P. M. Rosa Luxemburg’s The Accumulation of Capital. Sci. & Soc., 
fall 1967, pp. 474-85. 



Economic History; Economic Development; 
National Economies 

Aldc^oft, D. H. Economic Growth in Britain in the Inter-war 
Years; A Re-assessment. 

The general impression that the British economy was depressed 
and stagnant in the inter-war years is highly misleading. Certainly 
there were notable black spots but recent work by Lomax, Maddi- 
son, Feinstein and Richardson shows that there was another side to 
the matter. Calculations based on the statistical data collected by 
these authors suggest that the growth of the British economy not 
only compared favourably with that of other industrial countries but 
was also considerably better than pre 1914 achievements. Large cap¬ 
ital inputs were not however responsible for the relatively high rate 
of growth during this period. In fact the investment ratio was re¬ 
markably low and changed little from the pre-war pattern. Rather it 
can be explained b)'^ a more judicious use of replacement invest¬ 
ment, a better utilisation of existing resources and, above all, a fairly 
rapid shift of productive resources towards the newer and rapidly 
expanding sectors of the economy based on electricity, transport and 
building. These changes were taking place in the 1920s but reached 
full maturity in the following decade. The noHon that the inter-war 
economy was depressed and severely maladjusted structurally 
throughout the entire period is inaccurate and is not borne out by 
the facts. It would be more appropriate therefore if other scholars of 
the period would devote greater attention to examining the mechan¬ 
ics of this new growth pattern about which we still know too little. 
Econ. Hht. Rev., Aug. 1967, 20(2), pp. 311-26 (English). University 
of Glasgow, Scotland 

Ben-Shahab, H. Capital Formation and Government Capital Policy 
m Developing Economics. 

In many developing countries it is often found that the govern¬ 
ment intervenes in the capital market in older to encourage savings 
and investments. In particular it borrows at home and abroad and 
lends at home. It is often claimed that by this intervention the gov¬ 
ernment distorts resource allocation, since it brings about changes in 
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the level and structure of interest rates. The purpose of the paper is 
to suggest a rationale for such an intervention in the capital market, 
particularly in developing countries, where the financial system is 
underdeveloped, and to suggest optimum techniques for government 
operation. Tlie main possible techniques of government activities 
(neutral, selective and discriminatory) are analyzed rigorously, and 
the conditions required for such a policy to contribute to the social 
benefit are set out. 

The main justification for government activity is to utilize the po¬ 
tential economies of scale and net benefits of a developed finance 
system, with particular regard to weakening the real burden of risk 
and uncertainty. This is showm to be achieved directly by a "uniform 
capital market ss stem” where the government operates as a neutral 
financial intermediary that does not inlervenue in the allocation pro¬ 
cess. 

Additional .social gain can be achieved by a “dual capital market 
system”, where government also intervenes in the process of capital 
allocation through an active loan policy. In contrast to the uniform 
system, this active intervention does cause a discrepancy between 
the private marginal rate of substitution of consumption over time 
and the private maiginal rate of transformation of production over 
time. Nevertheless, as long as the social and private considerations 
concerning the optimum rate of economic growth and real income 
allocation between succesive generations are incompatible, it may 
increase total welfare. Where there is no difference between social 
and private considerations, the optimum dual market reduces to the 
special case of the uniform market. Jour. Devcl. Studies, Jan. 1968, 
4(2), English. Tel-Aviv University, Israel 


BonoMLEY, A. AND Notds, D. Factor Pricing with “Unb'mited” 
Supplies of Labour. 

This paper sets out to show that there are strong theoretical rea¬ 
sons for supposing that the supply of labour in “overpopulated” 
countries is not perfectly elastic at the “subsistence” wage. This 
arises from the fact that pressure to employ appears to exist in such 
situations and that the output per man-hour of labour varies with 
the wage. These two concepts are incorporated into an analysis of 
wage determination in “overpopulated” countries. The concepts of 
“subsistence” and “overpopulation” are clarified. 

The conclusion drawn is that the price of labour will rise with in- 
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creasing for it, even though an "unlimited" number of per¬ 

sons would still be willing to work at the “subsistence” wage. It also 
seems that rents as well as wages will move inversely with changes 
in the size of the population. Manchester School Soc. ir Econ, Stud., 
Sept. 1967, English. University of Bradford 

Chin, R. Q. P. The Validity of Mainland China’s Cotton Textile 

Statistics. 

Using various technical coefficients, this study tests the reliability 
of Mainland China’s cotton textile statistics and arrives at estimates 
which deviate only slightly from official figures. Cotton yields calcu¬ 
lated from cotton acreage and output (averaging 230 pounds per 
acre between 1959-60 and 1965-66) were close to pre-communist 
statistics and seem credible as they placed China intermediate be¬ 
tween low- and high-yield world producers of cotton. 

Annual cotton yam output was calculated by dividing the esti¬ 
mated cotton production used in yam manufacture by Peking’s raw 
cotton coefficients (ranging from about 425 to 450 pounds per bale 
(400 lbs) of yam), which approximated Nationalist figures before 
1949. Estimates of yam output showed comparable results when 
based upon coefficients of productivity per spindle-hour and annual 
output per spinner; another check by yam output per man-hour was 
in line with foreign performances. 

Similarly, cotton cloth statistics were evaluated by applying tech¬ 
nical coefficients on yam requirements per 1,000 metres of cloth and 
productivity per loom-hour and per weaver. Other cross checks by 
labor cost, electric power, and population data are suggested. Our 
conclusion affirms credibility for the released figures on China’s 
rapid cotton textile industrialization. Southern Econ Jour , Jan. 1968, 
34 (3) English Wheaton College, Massachusetts 


Crouch, R. L. Laissez-Faire in Nineteenth Century Britain: Myth 
or Reality ? 

It used to be generally accepted that the middle two quarters of 
the nineteenth century was the period in whidi laissez-faire reached 
its zenith. This fifty-year period was bound on both sides by periods 
of state economic interventionism—preceded by mercantilism and 
succeeded by welfare-state collectivism. 

But contemporary historians have questioned this view (e.g. 
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Brebner and Roberts). They assert that Britain slipped from one era 
of interventionism into the next without so much as a nod in lais¬ 
sez-faire’s direction e.g. . . laissez-faire never prevailed in Great 
Britain” (Brebner) and the Factory Act of 1833 “marked the begin¬ 
ning of . . . centrally directed collectivism . . (Roberts). 

The present essay refutes these modern historians’ re-evaluations. 
Tlie strateg)' is two-pronged. First, the classical liberal economic po¬ 
sition (or refined laissez-faire position), as advanced by Adam 
Smith, is outlined. Second, the major pieces of legislation enacted in 
this period are examined for consistency with this position. The vast 
majority of this legislation is found to be so consistent. 

'I'he trouble with Brebner, Roberts et aTs hypothesis is that they 
assume that lassez-faiie amounts, to quote Carlyle’s aphorism, to 
“anarchy plus the constable.” Consequently, they find almost all legis¬ 
lation inconsistent with it. But this crude, literal, naive view of lais¬ 
sez-faire is a diabolical simplication which no respectable economist, 
(let alone Adam Smith), ever advocated. If instead they accepted 
the refined laissez-faire position whereby it is the state’s responsi¬ 
bility to carry out the following tasks; (1) Establish the law, enforce 
the law and arbitrate disputes over it; (2) Combat monopoly and 
promote competition; (3) Allow for the existence of externalities; 
(4) Exercise unavoidable patemali.sm; (5) Provide a stable mone- 
tar\' framework, and (6) Protect the indigent; tliey would alter their 
conclusion that there was no identifiable laissez-faire period in Brit¬ 
ain’s history. Mamhester School Soc. 6- Econ. Stud., Sept. 1967, En¬ 
glish. Universitv of California, Santa Barbara 


Dent, J. An Aspect of the Crisis of the Seventeenth Century; The 
Collapse of the Financial Administration of the French Monarchy 
(1653-61). 

The year 1661 was supposed by the new minister, Jean-Baptiste 
Colbert, to mark the end of the financial d^reglement into which 
France had fallen during the long war of 1635-59. Under the new 
dispensation, beginning with the arrest of the Surintendant des Fi^- 
nances. Nicolas Fouquet, an administrative structure was to be 
created which would leave no room for speculation by officials in 
league with royal creditors. 

It is not immediately clear why such reorganization was neces¬ 
sary. 'The three major divisions of the old financial administration, 
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the Surintendance des Finances (which arranged how money should 
be levied and spent), the comptable administration, headed by the 
Epargne (which was responsible for handling money), and the 
Contrdle-gdnSral des Finances (which supervised financial adminis¬ 
trators), were created and modified by numerous enactments and 
decrees which provided for—on paper at least—an orderly system, in 
which fraud was impossible. Yet this administration failed dismally 
in practice, because the need for money overrode legal considera¬ 
tions at every point. During the 1650's, Mazarin, the Premier Minis- 
tre. refused to appoint men who could resist his inordinate demands 
for money, while financiers prepared to lend to the king were al¬ 
lowed to buy offices at the heart of the administration. Fouquet, a 
lawyer virtually bereft of financial knowledge, was at the mercy of 
his own first clerk, a corrupt financier who usurped his master’s 
power. Comparable situations existed in the Epargne and 
Contrdle-gpndral. So powerful had the financiers become by 1661 that 
Colbert could do no more than force them into merely tactical with¬ 
drawal. The king’s decision in 1672 that true glory lay in war rather 
than in solvency ensured that the financiers would return from obliv¬ 
ion to the corridors of power, where they would remain until the 
downfall of the Ancien Regime. Econ. Hist. Rev., Aug. 1967, 20(2), 
pp. 241-56 (English). University of Toronto, Canada 

Early, R. V. Business Cycle Trends in France and Germany, 1869- 

79: A New Appraisal. 

The view the German depression in the mid-1870s was more se¬ 
vere than the French is commonly held. It is an interpretation of 
business cycle trends in the two countries during the 1870s that was 
articulated by contemporaries in both countries. This view of a more 
severe depression in Germany than in France was also reaffirmed by 
an article by A. E. Monroe in the Review of Economic Statistics in 
1919. Unfortunately this author neglected to distinguish adequately 
between real and monetary time series. If this distinction is made, 
however, there is compelling reason to content that the traditional 
interpretation of business cycle trends in France and Germany in 
the 1870s is incorrect. 

It is the purpose of this paper to offer a new appraisal of this pe¬ 
riod in the economic history of the two countries. It is the object of 
the author to discuss the most popular contemporary explanations of 
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the relative severity of the post-1873 depression and to exam^ the 

eJsLg statisticalLdence relevant to an empincal..^^ of 
busmess cycJe trends in Franco and Gennany JS09-79. 
schnftUckes Archiv, Sept 1967, 99(1), pp. 90-105 (English}. Univer¬ 
sity of Massachusetts, Amherst, Mass. 


Eddie, S. M. The Changing Pattern of Landownership in Hungary, 

1867-1914. 

In an agrarian countr)^ the ownership of land is usually the pri¬ 
mary source of economic, social, and political power. The more 
liighly skewed toward laigcr properties the land distribution, the 
more highly concentrated we may expect this power to be. If such 
concentrated power rests with an anti-progressive aristocracy, any 
efforts toward economic development may be stifled, or at best bear 
fruit only slowly. Contemporary observers and later historians have 
offered Hungary during the Dual Monarchy period (1867-1916) as 
the archetypical example illustrating the above thesis. The standard 
argument is a static one: Hungary is shown to be poor according to 
.some standard, data are presented to demonstrate the extreme skew¬ 
ness of her land distribution, the distribution is assumed not to 
change, and an argument, usually based on incentive effects, is ad¬ 
vanced to show how the concentration of landownership prevents 
material progress. 

The present paper looks in detail at what happened over the time 
interval betw'een 1867 and the outbreak of World War I. After 
briefly giving some evidence that considerable economic progress 
was made, changes in tlie landowmership structure were examined. 
The main findings are (1) that the distribution of landownership 
did not remain static—the share of the latifundia (defined as estates 
over 14,300 acres) increased markedly, mainly at the expense of 
smaller estates, (2) that tlie pattern and timing of change can be 
explained by a complex of causes which include the conditions of 
international trade (particularly in wheat) as well as internal Hun¬ 
garian political and legal relation.ships, and (3) that the land distri¬ 
bution in Hungary, rather than being unique, was strikingly similar 
to that of her neighbors Austria, Rumania, and Germany, although it 
differed more markedly from those of England and Bulgaria. 

Besides extensive data on landholding, the paper also includes a 
brief historical introduction and a section describing some of the 
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more important changes in the economy which accompanied the in¬ 
creasing dominance of the largest estates in the structure of land 
ownership. Econ. Hist. Rev., Aug. 1967, 20(2), pp. 293-09 (English). 
Williams College, Williamstown, Massachusetts, USA 

Firth, G. G. Some Aspects of Economic Development in the Irish 
Republic, 1958-65. 

An account is given of the polides and processes leading up to the 
difficulties experienced by the economy of the Irish Republic in 1965 
and subsequently. Some attempt is made to suggest explanations 
why Irish wage costs increased (relatively as well as absolutely) in 
spite of a comparatively high rate of imemployment. To help in ex¬ 
plaining the deteriorating trade balance, the relationships between 
various import classes and corresponding expenditure aggregates are 
described in as much detail as possible. The article is an essay in 
recent economic history. It includes thirteen tables and one chart, 
but does not attempt any econometric analysis. Econ. Record., Sept. 
1967, 43(103), pp. 423-45 (English). University of Tasmania 

Freudenbkbger, H. State Intervention as an Obstacle to Economic 
Growth in the Habsburg Monarchy. 

Whether state intervention in the economy constitutes an obstacle 
depends above all on the social goals that tlie particular society has 
set for itself. Examples are given here of measures that were enacted 
deliberately to serve as obstades to progress; other examples that 
are presented are less clearcut. In the end the questions that must 
be raised cover the nature of the state itself and its ability to induce 
growth through a mixture of direct activities and in actions intended 
to encourage the private sector. Jour. Econ. Hist., Dec. 1967, 37(4), 
pp. 493-517 (English). Tulane University, USA 


Gerakis, a. S. United Arab Republic: A Survey of Developments 
During the First Five-Year Plan, 1960/61-1964/65. 

In its Fu'st Five-Year Plan (1960/61-1964/65), the U.A.R. achieved 
planned growth targets and was thus able to raise per capita in¬ 
comes considerably, despite an increase in the always high rate of 
population growth. On the other hand, the intensive efforts to attain 
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ambitious objectives simultaneously in the areas of development, 
welfare, and defense overtaxed the country’s resources vidth, as a re¬ 
sult, strains on internal and external equilibrium. 

Price increases were relatively small in the period reviewed be¬ 
cause of such measures as rationing, price controls, and subsidies. At 
the same time, the Government permitted extensive wage increases, 
considerably in excess of productivity gains. The combined effect of 
these policies appears to have been a squeeze on profit margins suf¬ 
ficient to discourage productive eflFort in various sectors, including 
export pi oduction. 

Excess demand in tire economy was reflected largely in greater 
balance of payments deficits. The import-substitution targets of the 
Plan were not realize-d and imports grew appreciably. Exports per- 
lormed disappointingly, inasmuch as production for export increased 
at a slow rate, while an expanding domestic absorption of output cut 
into exportable surpluses, llius, notwithstanding an increase in the 
surplus on invisibles, the current account deficit widened considera- 
l>ly 

lliis deficit was financed by a large-scale ritihzation of long-term 
loans and mecliurn-term suppliers’ credits, a decrease in gross re¬ 
serves to unuorkably low levels, an increase in debit balances under 
dealing accounts, and an increase in volume of short-term liabilities 
in convertible currencies. Because of its size, unfavorable maturity 
distribution, and other features, the U.A.K.’s external debt placed a 
hea\y burden on the balance of payments, necessitating the resched¬ 
uling of obligations. Inter. Mon. Fund Sta^ Papers, Nov. 1967, 
74(3), pp. 456-77 (English, summaries in French and Spanish). In¬ 
ternational Monetary Fund 


Gerschenkhon, a. The Discipline and I. 

Tire paper, a presidential address delivered before the Economic 
History Association on September 8, 1967, deals first witli some criti¬ 
cisms that have been leveled against the writer’s approach to the in¬ 
dustrial development in Europe in the Nineteenth Century. The 
main emphasis of the paper rests on problems connected with what 
has come to be called “New Economic History”, that is to say, appli¬ 
cation to economic history of tools of economic and statistical analy¬ 
sis. Critics have claimed that such studies “were not history”. But 
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authoritarian dictation of this sort will not do. Any treatment of past 
economic phenomena is economic history, and its value must be 
judged in terms of adequacy of the procedures used and the signifi¬ 
cance of the contribution made to the stock of our empirical knowl¬ 
edge. A great deal of opposition to New Economic History comes 
from lack of familiarity with the tools used, and the author suggests 
that the Journal of Economic History would do well to commission 
and issue as a supplement a primer in which the basic concepts and 
procedures are explained. 

Some of the criticism directed against New Economic History is 
concerned with the attempts to assess the quantitative significance 
of a given economic event “counter-factually”, that is, by comparing 
it wilh the situation that would have obtained in the absence of that 
event. But any a priori condemnation of the method is unjustified. 
Some of such simulations do satisfy our sense of reasoned adequacy 
and some do not. Possibly, some sins against reasonableness have 
been committed by the adepts of the New Economic History. Nev¬ 
ertheless, here lies the still untouched soil which repays the effort in 
research by bountiful harvests, and nothing, should be allowed to 
interfere with the work and to dim its promise. Jour. Econ. Hist., 
Dec. 1967, .37(4), pp. 443-59 (English). Harvard University, USA 


Grancub, C. W. J. and Eixioit, C. M. A Fresh Look at Wheat Prices 

and Markets in the Eighteenth Century. 

The extent to which the wheat market in England in the eigh¬ 
teenth century was a well developed whole rather than a set of au¬ 
tonomous parts is considered. The data used is wheat price series 
from London, Winchester, Eton and Lincoln for the period 1723 to 
1793 and the series analysed by spectral techniques. It was found 
that the series in general moved together, but, surprisingly, the ex¬ 
tent to which the series were related declined somewhat as the cen¬ 
tury progressed. The connection betu’cen the long-fluctuations in the 
series was higher than between their short-fluctuations. A number of 
lags were found between the series, the Eton series particularly lag¬ 
ging behind the others. The results suggest that the wheat-market 
w.a.s more homogenious than hitherto believed. Econ. Hist. Rev., 
Aug. 1967, 20(2), pp. 257-65 (English). University of Nottingham, 
England and University of Zambia 



88 JouttmI of KcOTWtntc Abstrocts 

Harpeb, R. J. a. Survey of Living Conditions in Melboume-1966. 

TTus paper describes a sample survey of houseliolds in Melbourne 
undertaken by the Institute of Applied Economic Research in the 
University of Melbourne. The main purpose of the project was to 
estimate the extent, nature and causes of poverty in the Melbourne 
metropolitan area. The objective in collecting the survey information 
was to have relex'ant information on which to base recommendations 
about appropriate improvements that should be made in the social 
welfare services provided by governments and voluntary agencies. 

Data was collected in dwellings selected in a stratified random 
sample. Idie stratification was an attempt, using several indicators, 
to classify approximately 2,000 small areas of Melbourne according 
to the likelihood of there being poverty within them. Personal inter¬ 
views were completed in 4,306 households in the dwellings that 
were selected, the response rate being almost 90 per cent. Informa¬ 
tion was collected on tlie age, marital status, origin, occupation and 
income of each member of the household as well as data on the fam¬ 
ily structure and cost and type of accommodation of the whole 
household. 

Analysis of the data has Ireen done mainly in terms of income 
units rather than persons, households or families. In order to make 
income units of varying composition and si/e comparable a method 
of adjusting irreome has been used. As w'ell as allowing for the num¬ 
ber of children and adults in the unit, as is quite commonly done, 
allow’ance was also made for the age, sex and work status of the in¬ 
dividuals and a different adjustment was made for people who live 
alone. From the adjusted income data cases in poverty have been 
identified and an estimate of the extent of poverty has been made. 

In most cases poverty is associated with the existence of one or a 
combination of disabilities. The sample results have been analysed 
to discover the incidence of such disabilities as old age, the lack of a 
male head in the family, a large number of dependent children, low 
skill, recent migration, sickness or accident and unemployment. Fur¬ 
ther analysis has shown that the majority of poverty cases in Mel¬ 
bourne suffer from a relatively small number of cx)mbinations of 
these disabih'ties. This fact is indicative of the most efficient way to 
expand social services for the alleviation of poverty. Econ. Record, 
May 1967, 43(102), pp. 262-88 (English). University of Melbourne 
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Harvey, S. P. J. Royal Revenue and Domesday Terminology. 

Domesday Book presents information about the revenues from es¬ 
tates and boroughs in varying terms and these have caused confu¬ 
sion. Payment by weight compensated for light or worn coins. As¬ 
sayed payments implied a melting down to pure silver of at least a 
sample or the whole sum, in the former case making an equivalent 
surcharge on the remainder. However, the coin of the eleventh cen¬ 
tury was of consistent weight and high quality which contradicts the 
only specific eleventh century evidence on the silver relationship of 
coin to an assayed sum, that £65 by tale is worth £50 assayed. An¬ 
other way of describing money payments is at 20d. in the ora. These 
have not been coherently accounted for especially as ample evidence 
shows that the ora consisted of 16d. in the eleventh century. 

It is shown here that this 20d. system was a method of taking pay¬ 
ment by tale that was theoretically regarded as an equivalent to an 
assay, so that 20d. was exacted for every 16d. ofiBcially due. It is pos¬ 
tulated that this may have originated at a time when the weight of 
or amount of silver in the coinage was changed in the ratio 20.T6 
(such as occurred in 1062) when an accounting unit which was also 
a weight would be useful in readjusting accounting units such as 
pounds. It use for payments also ensured that the recipient still had 
the same amount of silver. After some such justifiable introduction it 
was retained as increased revenue. Tliis was possible because it was 
a time of competition for land and it was the royal authority alone, 
on lands which were under its control, which used these methods of 
taking additional payment. Econ. Hist. Reo., Aug. 1967, 30(2), pp. 
221-28 (English). Girton College, Cambridge 


IIinscHMAN, A. O. The Political Economy of Import-Substituting 

Industrialization in Latin America. 

The article has two objectives: to appraise the reasons and justifi¬ 
cation for the current disenchantment with industrialization in Latin 
America and to speculate on the interaction between certain charac¬ 
teristics of import-substituting industrialization (ISI) and the socio¬ 
political structme. 

ISI has diverse origins, but is distinguished from previous indus¬ 
trialization experiences by its highly sequential or tightly staged 
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character, witli final demand goods being produced first almost ex¬ 
clusively on the basis of imported inputs and equipment. The com¬ 
parative lack of political power of the ISI entrepreneurs can be un¬ 
derstood as a result of this characterisitc. When the early exuberant 
phase of ISI, which often has its political counterpart in extravagant 
economic policies, comes to an end pessimism about “exhaustion” of 
ISI sets m. A naise and a semi-naive exhaustion model are fonnu- 
lated and aic found to neglect such phenomena as product conver¬ 
gence and the fact that the economic size of plants in higher-stage 
industries is not necessarily larger than in the lower stages. Since, 
then, the limits of industrialization are not rigidly defined by market 
size or foreign exchange earnings, it becomes important to under¬ 
stand both the resistance of the ISI industrialists to backward link¬ 
age ins esfments and the conditions under which such resistance can 
be overcome. The economic, political, sociological and technological 
deteiminants of backward linkage are therefore examined at some 
length. 

A final section attempts to go beyond cost differences in explain¬ 
ing the difficulties ISI countries arc having in exporting manufac¬ 
tures. For one, The sequential character of ISI results in priority for 
vertical (backward linkage) integration over horizontal expansion 
which would lead to exports. Secondly, the combination of infla¬ 
tion, currency overvaluation and import controls which, given the 
political realities, if often the only way of subsidizing the nascent in¬ 
dustries, makes exporting artificially unprofitable. A third explana¬ 
tion is once again the lack of political power of the new industri¬ 
alists who do not dare commit themselves to expensive export drives 
as long as official economic poficies are manipulated by governments 
over whose actions they have little control. Various ways of over¬ 
coming these “structural” obstacles to the exports of manufactures 
are suggested. Quart. Jour. Econ., Feb. 1968, 82(1), English. 

Hobsbawm, E. J. Trade Union History. 

A review of H. A. Clegg, Alan Fox, A. F. Thompson, A History of 
British Trade Unions since 2889, vol 1, 1889-1910 (Oxford 1964). 
In addition the transformation of the British trade union movement 
1889-1926 is briefly considered, and the role of the socialists in it is 
discussed. While contemporary socialist organisations in 1889-1910 
had little of specific interest to trade unionists to say, and took no 
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great interest in trade union organisation, they played a dispropor¬ 
tionately large part in the trade union transformation. It is suggested 
that this was due to certain aspects of the socialist economic analysis 
(in particular with respect to mechanisation and economic concen¬ 
tration) which provided a more realistic picture of the unions’ situa¬ 
tion than other available theories. Nevertheless, the main effect of 
the socialists’ stimulus was to facilitate the organisation of 19th cen- 
tuiy British industries, and thus in the long run to make a flexible 
response to 20th century developments more difficult. Econ. Hist. 
Rev., Aug. 1967, 20(2), pp. 358-64 (English). Birkbeck College, 
University of London 


Hunt, E. H. Labour Productivity in English Agriculture, 1850-1914. 

Agricultural wages in the north of England is this period were 
substantially above those in the south. Regional variations in wages 
were associated with differences in labour productivity, which helps 
to explain why farmers in high-wage areas found themselves at no 
competitive disadvantage. A careful examination of the evidence 
suggests tliat the main cause of productivity variations is that the 
more backward parts of the English rural economy were trapped in 
the circle of circumstances common to underdeveloped economies. 
Surplus population was disguised by under-employment and the 
peak harvest demand. Population pressure kept wages low, and the 
combination of low wages and surplus population affected produc¬ 
tivity in two ways. First, nutrition levels were insufficient to ensure 
efficient work, and second, the labour surplus was reflected in atti¬ 
tudes to work characterized by attempts to provide work, rather 
than to maximize labour efficiency. 

In discussing the effect of industrialization on living standards be¬ 
fore 1840 it is unwise to make contrasts between town workers and 
agricultural workers in surrounding districts, whose welfare had ben- 
efitted considerably from urban development. The only valid com¬ 
parison is between factory workers and the rural population in areas 
far removed from the effects of industrialization. Viewed in this way 
the transition to town life is less likely to be considered a retrograde 
step, even when dirt, congestion, and factory discipline are included 
in the analysis. 

'Phe regional disparity in labour productivity and its gradual dis¬ 
appearance, very slowly after 1870, and rapidly after 1914, was an 
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important factor aifecting agricultural efficiency. In the process of 
agricultural development the role of improved labour productivity 
compares with that of better drainage. It was probably more in¬ 
fluential than new fertilisers or developments in agricultural madiin- 
ery, and it was almost certainly of greater consequence than changes 
in the size of holdings. Econ. Hist. Rev., Aug. 1967,20(2), pp. 280-92 
(English). Queen's University, Belfast 


Ironmongfb, D. S. The Australian Economy, May 1967. 

This article continues die series of reviews of the Australian econ¬ 
omy w hich ha\ e appeared in the Economic Record since 1965. It re¬ 
views the position of the economy in May 1967 and provides de¬ 
tailed forecasts of the changes in supply, demand and employment 
for the years ended June 1967 and June 1968. 

There was a significant pause in growth in Australia during the 
period from mid-1965 to the end of 1966. Real national turnover per 
head during 1963, 1964 and the first half of 1965 w'as increasing at 
an annual rate of si.x to seven per cent. In the subsequent decline, 
real tuniovor per head dropped to a maximum decline of~3.6 per 
cent in March quarter 1966. However, this level was only half the 
] 961 rece.ssion maximum decline of — 7.4 per cent in September quar¬ 
ter 1961. 

Over the 30 quarters from September 1959 to December 1966, na¬ 
tional turnover in current prices grew at a trend rate of 7.5 per cent 
per annum. There w'as a 2.2 per cent per annum increase in prices 
and a 2.0 per cent per annum increase in population, so that the 
trend rate of increase in real turnover per head was only 3.1 per 
cent per annum. Tlie reason for tliis low average trend rate of 
growth lies not so much in an inability to achieve high rates of 
growth but in an inability to maintain high rates for more than 
about three years in a row. 

The article goes on to analyse factors influencing growth in the 
manufacturing sector of the Australian economy. "The author pre¬ 
sents the first quarterly estimates of total hours, overtime hours and 
normal hours for Australian manufacturing industry and gives quar¬ 
terly estimates of changes in apparent productivity per man hour for 
the period 1962 and 1966. The average for this period was 2.5 per 
cent. However, there were very large deviations from this average. 
Productivity per man hour was increasing at rates as high as nine 
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per cent per annum in 1962 when the industrial sector was emerging 
from 1961 recession. However during the whole of 1966, manufac¬ 
turing productivity per man-hour was virtually at a standstill 
It is expected that during 1967 and 1968 the growth of productiv¬ 
ity would return to more normal levels with the return to higher lev¬ 
els of activity in the economy. 

The article concludes with an examination of the effectiveness of 
Australian economic management in comparison with that of her 
three major trading partners—Britain, American and Japan. Econ. 
Record, May 1967, 43(102), pp. 161-92 (English). University of Mel¬ 
bourne 

Jorgenson, D. M. Surplus Agricultural Labor and the Development 
of a Dual Economy. 

The purpose of tliis paper is to present a theory of development of 
a dual economy, focusing on the relationship between the degree of 
industrialization and the level of economic development. The theory 
of development of a dual economy is aproached within two alter¬ 
native frameworks. In the classical framework the real wage rate is 
assumed to be fixed in terms of agricultural goods; from the point of 
view of the industrial sector labor is available in unlimited amounts 
at a fixed real wage. In the neoclassical framework labor is available 
to the industrial sector only by sacrificing agricultural output. From 
the point of view of the industrial sector the real wage rises steadily 
over time; disguised unemployment is assumed to be non-existent. 

The neoclassical and classical theories differ in their characteriza¬ 
tions of the traditional sector of the economy. According to the clas¬ 
sical approach the agricultural labor force must decline absolutely 
before the end of the phase of disguised unemployment. In the neo¬ 
classical approach the argricultural labor force may rise, fall, or re¬ 
main constant. The theories also differ in their characterizations of 
the industrial sector. Under the assumption that the terms of trade 
between the two sectors remain constant the classical approach im¬ 
plies; (1) output and employment in tlie industrial sector grow at 
the same rate; (2) capital grows at a slower rate than output; (3) 
rates of growth of industrial output, employment, and capital must 
increase throughout the phase of disguised unemployment. For the 
neoclassical approach the corresponding implications are: (1) out¬ 
put and capital in the industrial sector grow at the same rate, 
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asymptotically; (2) industrial employment grows more slowly than 
eitlier output or capital; (3) the rates of growth of manufacturing 
output and employment decrease tliroughout the development pro¬ 
cess. 

Tlie classical approach reduces to the neoclassical approach after 
the phase of disguised unemployment is completed; the two ap¬ 
proaches have different implications only for situations where it is 
alleged that disguised unemployment exists. Even for the phase of 
disguised unemployment some implications of the two approaches 
are tlie same. Thus, either theory suEQces to explain an increase in 
the fraction of income saved in the course of economic development. 
A sustained increa.sc in the saving share depends on a positive and 
growing agricultural surplus and not on the presence or absence of 
cHsguisod unemployment. Oxford Econ. Papers, Nov. 1967, NS, 
19(3), pp. 281-306 (Engli-sh). Berkeley 


Kafka, A. The Brazilian Stabilization Program, 1964-66. 

The main causes of the Brazilian postwar inflation were succes¬ 
sively the finance of private investment, wage-push, and the rising 
share of Government expenditures. There is no evidence that infla¬ 
tion promoted growth in any way, in particular, it did not raise .sav¬ 
ings nor, therefore, increase investment. This is explained by other 
causes such as increased entrepreneurial confidence, the subsidiza¬ 
tion of investment and industry through the exchange system, etc. 
On tlie other hand, inflation induced many growth-inhibiting distor¬ 
tions which were successfully attacked simultaneously with stabiliza¬ 
tion itself. 

Gradual stabilization was unavoidable particularly because of 
sharp increases in government salaries immediately before the start 
of the program, so that an immediate stoppage of inflation would 
have meant an intolerably large burden of government personnel ex¬ 
penditures for the economy. 

Three classes of instruments were used in the stabilization pro¬ 
gram proper—supply, price-income and demand policies. Brazil was 
unable, under the first, to stimulate imports as much as might have 
been desirable. This fact reflects in part the frequent confusion be¬ 
tween two types of stabilization loans, those “for show” and those 
“for use.” Wage policy could be made non-inflationary only grad- 
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ually and excessively high coflFee support prices in 1965, based on an 
underestimate of the crop, halted progress in reducing inflation for 
at least one year. Demand was restrained mainly by increases in tax¬ 
ation but also by cuts in public expenditure. Monetary policy was 
necessarily residual until 1966 when pressures from the coffee and 
public sectors, which could not be denied accommodation, were 
brought imder control. 

Inflation was halved in 1965 as compared to both 1964 and 1963. 
No progress was made in 1966 but early in 1967 the rate of inflation 
was one-third less than in the comparable period of 1966. Growth 
has not yet recovered the high rate which prevailed before 1962 but 
has overcome the very low rate of 1963. Jour. Pol. Econ., Aug. 1967, 
75(4-11), pp. 166-200 (English). International Monetary Fund 


Lewis, S. R., Jn., Effects of Trade Policy On Domestic Relative 

Prices: Pakistan, 1951-1964. 

The paper sets out a method of analyzing the combined effects of 
distortions in foreign trade policy (such as multiple exchange rates, 
quantitative import restrictions, export taxes, tariffs, and indirect 
taxes) on the price structure of a country. The method is applied to 
Pakistan, where severe restrictions on trade have been imposed 
throughout the postwar period. 

The basic analytical device is calculation of implicit exchange 
rates for individual commodities. These rates are the ratio of the 
local wholesale price (e.g., Rs. 1.00 per yard of cloth) to the foreign 
(c.i.f. or f.o.b) price of a similar item (e.g, $.20 per yard). The ex¬ 
change rate implicit in these prices (Rs. 5,00 equals $1.00) is called 
the implicit exchange rate for the commodity. In competitive equilib¬ 
rium, implicit exchange rates would be the same for all tradable com¬ 
modities and would equal the equilibrium exchange rate between 
currencies. Restrictions on trade, whether operating through prices 
(as do tariffs) or through quantitative restrictions, affect the implicit 
exchange rate. Through analysis of the structure of implicit exchange 
rates one can compare the domestic price structure with the price 
structure the country would have if it traded freely. 

The device is used to answer three questions in Pakistan, (i) How 
much were the terms of trade timied against agriculture and in 
favor of manufacturing, through restrictive trade policies? (ii) What 
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were the relative importance of tarifEs versus quantitative controls 
and currency overvaluation in distorting the price sturucture? (iii) 
Did the protected infant industries “grow up”? 

It is estimated tliat, at the time of the worst trade restrictions, ag¬ 
riculture in Pakistan had net barter terms of trade with the manu¬ 
facturing sector that were only half as favorable as it might have 
had if it could have traded in the international market directly. 
Quantitative restrictions were found to be much more important in 
setting relative price differentials than were tariffs and indirect 
taxes. Finally, the amount agriculture was squeezed by the trade pol¬ 
icies was substantially reduced over time as domestic industries 
began producing important substitutes at lower costs. The evidence 
suggests that the infants were growing up and were reducing the 
real costs of protection as they did so. American Econ. Rev., March 
1%8, 58(1), English. Williams College, USA 


.MEix;ALr, D M. The Prospciity of North-Western Europe in the 
Eighth and Ninth Centuries. 

A rejoinder to P. Grierson, in which the author defends his view 
that coinages of the period before the Viking incursions, before 865, 
were struck in quantities of fives and tens of millions The implica¬ 
tions of the statistics, as regards the extent of a money economy, are 
discussed. Econ. Hist. Rev, Aug. 1967, 20(2), pp. 3-14-57 (English). 
Oxford University 


Morris, M. D. Values as an Obstacle to Economic Growth in South 

Asia: A Historical Survey. 

There is a tendency to view the traditional value system and the 
social structure of South Asia (India) as the decisive obstacle to 
rapid economic expansion. The historical evidence does not support 
such an interpretation. There is no monolithic Indian value system, 
and significant variations of behavior occur from any ideologies that 
can be identified. 

For a convincing contrary argument, evidence would have to 
show Englishmen taking advantage of high-yield investment oppor¬ 
tunities which Indians were bypassing. After 1800 the main sectors 
of British investment required a specific knowledge of foreign mar¬ 
kets (which put the Indians at a disadvantage) or (as in railways) 
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they guaranteed secure rates of return which were relatively low by 
Indian standards. The career of the Indian cotton textile industry 
suggests that native entrepeneurship was aggressive and creative 
while foreign capital was cautious and relatively unimaginative. 

One does not have to appeal to an ambiguous “values” notion to 
explain Indian economic behavior after 1800. The nature of avail¬ 
able opportunities and the presence of specific political and eco¬ 
nomic barriers will suffice. Nor did the value system work its eco¬ 
nomically depressing effects through the caste system. The notion of 
caste emerges as analytically ambiguous. Much behavior previously 
identified as caste-influenced seems more easily explained as the 
characteristic of any economy in the early stages of economic 
change and growth. Jour. Econ. Hist., Dec. 1967, 37(4), pp. 558-607 
(English). University of Washington, USA 


Nevile, J. W. How Productive is Australian Capital? 

Ihis paper takes five countries, France, Germany, Italy, the 
United Kingdom and the United States as a standard, calculates the 
output: capital ratio for these counties and uses this as a yardstick to 
measure the productivity of Australian capital. It is assumed (1) 
that technical progress is neutral in the Harrod sense, (2) that each 
of the five standard countries has a similar aggregate production 
function, (3) that wdthin the range of output covered by the econo¬ 
mies of the five countries there are no economies or diseconomies of 
scale with respect to capital, (4) that the rate of profit is approxi¬ 
mately the same in each of the five countries, and (5) that replace¬ 
ment investment is the same constant proportion of output in each 
country. With these assumptions, it is possible by regression analysis 
to find the average output; capital ratio for the five countries with¬ 
out measuring the stock of capital. 

The conclusion is reached that the output; capital ratio is lower in 
Australia than it is in the five countries taken as a standard. It is un¬ 
likely that much of the difference is due to aggregation, but it is 
probable that at least part of the difference reflects economies of 
scale in the use of capital. The output; capital ratio in Australia does 
not appear very different from that in New Zealand, Canada, or 
most of the smaller countries of Western Europe. Econ. Record, 
Sept. 1967, 43(103), pp. 405-11 (English). University of New South 
Wales 
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OuTHWAiTE, R. B. The Price of Crovm Land at the Turn of the 

Sixteenth Century. 

Recent work on land transactions in early modem England, nota¬ 
bly that of Professor. H. J. Habakkuk, has stressed the prevalence 
and durability of a customary price for land, of a conventional rate 
of return fiom land purchase, which was able inter multa alia to 
^vithstand the strains imposed by the periodic heavy sales of the 
lands of tlic English Ciown. This paper examines one such period of 
intensive ro}’al selling, the years from 1599 to 1602, and discovers a 
falling trend in the prices received by the Crown, despite some no¬ 
tional .ittachnient by the sale commissioners to the convention of a 
customar) price. Econ. Hist. Rev., Aug. 1967, 20(2), pp. 229-40 
(English) UnivTi sit).- of Leicester, England 


Pal, M. N. Regional Demand Projection for Different Commodities 

in India 1970-71 and 1975-76. 

nie author examines the elasticities of final demand for consumer 
goods in four broad geographical regions for 1960-61, on the basis of 
the 16th round data of the NSS, and projects regional demands for 
1970-71 and 1975-76 for food and non-food items. The demand pro¬ 
jection takes into account the distribution of total consumption ex¬ 
penditure and the changes in population and ignores the effects of 
changes in relative prices and in individual consumers’ tastes, needs 
and environment. ’Hie author howeser feels that if the postulated 
consumption fiattcni should be effective in a region, moie regional 
data on capital-output ratios, and regional propensity to consume, 
are needed. Indian Econ. Jour., Jan-March 1967, 14(4), pp. 454-66 
(English). New Delhi, India 


Pekkevs, D. H. Government as an Obstacle to Industrialization: The 
Case of 19th Century China. 

Few generalizations find wider acceptance among specialists on 
China than that which holds that the Chinese Imperial Government 
was hostile to commerce and industry and that this hostility was a 
major element in the country’s failure to achieve modem economic 
growth. Recent research, however, indicates that government 
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officials were themselves deeply involved in commerce and that gov¬ 
ernment policy was often directed toward aiding rather than inter¬ 
fering with internal trade. A case can be made that the principal 
limits on such trade were not government action, but transport costs 
and the nature of the commodities which entered into large scale 
commerce. 

The fact that the Chinese government in the 19tli century took 
reasonably good care of the needs of premodem commerce, how¬ 
ever, says little about whether that government created conditions 
under which modern industry could develop. In the industrial 
sphere, the government’s efforts were not so much wrong as inade¬ 
quate. The Manchu government of the late 19th century failed to 
maintain political stability or to take major steps to aid capital for¬ 
mation and technological borrowing by China’s industrial enter¬ 
prises, private or public. 

Confucian conservatism accounted in part for the government’s 
inactivity. But the failure of the government resulted from more 
than the inadequacies of the Confucian tradition or dominance at 
the court by the most conservative elements. Even the most progres¬ 
sive couldn’t really do anything and what paralyzed tliem most of all 
was probably the lack of funds. Financially, the Chinese govern¬ 
ment was an almost unbelievably weak instrument for such a monu¬ 
mental task. Jour. Exon. Hist., Dec. 1967, 37(4), pp. 478-92 (En¬ 
glish). Harvard University, USA 

Prasad, K. N. The Balanced Versus Unbalanced Growth Contro¬ 
versy: A Critical Survey 

iTie author, while giving critical survey of the problem, deals spe¬ 
cifically with the principles of sectorial allocation of investment. 
Listing the advantages in the adoption of some sort of stressed in¬ 
vestment-pattern, he points out that even the most vocal supporters 
of the unbalanced growth doctrine would like to opt for some sort of 
balance in the economy as the final goal, but they are fully aware 
that for maximising the rate of growth of the economy the balanced 
growth process is not an effective method. Balanced growth is not 
feasible, because every act of investment produces a new unbalance, 
requiring another balancing investment, and also because knowl- 
5dge of all aspects of economy, such as price-elasticities, income 
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elasticities, capital-output ratios and so on, is woefully inadequate. 
Indian Econ. Jour., Oct-Dec. 1966, J4(3), pp. 371-86 (English). 
Patna, India 

Preston, E. Australian Price Changes: Consumer and Capital 
Goods. 

Implicit price indices for sectors and subsectors of the Australian 
economy are derived from the national accounts and formal statisti¬ 
cal tests are applied to determine what trends in relative prices are 
discernible in tlie post-war economy. Like other market economies, 
Australia has experienced upward trends in the relative price of gov¬ 
ernment services and of capital goods. Analysis of subsectoral rela- 
tfv c price changes shows that special features of Australian develop¬ 
ment could account for the latter trend being less pronounced than 
elsewhere. Econ. Record., Sept. 1967, 43(103), pp. 412-22 (En¬ 
glish). Monash University 


Roskamp, K. W, and McMeekin, G. C. Factor Proportions, Human 
Capital and Foreign Trade; The Case of West Germany Recon¬ 
sidered. 

Several j^ears ago one of the present authors investigated factor 
proporations and foreign trade in West Germany. Applying Profes¬ 
sor W. Leontiefs input-output analysis, he determined the 1954 
West German index of comparative capital-labor intensity to be 
.993. This index fell between those for the United States (1.300) 
and Japan (0.644). 

According to the above indexes of comparative capital-labor in¬ 
tensity, the countries evidently augmented, by way of International 
Trade, the abundant not the scarce factor of production. This result 
is known as the “Leontief Paradox.” 

In this study of factor proportions and foreign trade in the West 
German economy, an eflFort is made to allow for labor of different 
qualities as factors of production. We distinguish as inputs "simple 
labor”, “human capital” (simple labor cum capital invested in 
human beings) and “real capital”. The analysis runs in terms of fac¬ 
tor earnings. From these we inferred physical factor inputs. The 
study is based on a 55 sector input-output table for the West Ger¬ 
man economy in 1954 constructed by the Deutsches Institut fuer 
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Wirtschaftsforschung in West Berlin. By varying the wage rate for 
“simple labor”, different sets of factor input vestors were generated. 
For each vector set one point on a frontier of Leontief indexes of 
relative capital to labor intensity was found. Equally, partial Leon¬ 
tief indexes were constructed. 

Our finding is that with annual wage rates for “simple labor” 
below 3000 DM West German exports were capital intensive, above 
this wage rate they were labor intensive. Becuase the actual annual 
wage rate was higher than 3000 DM in 1954, exports were labor in¬ 
tensive. The partial indexes indicate that human capital was the 
most abimdant and real capital the scarcest factor of production. 
This is in accordance with observed factor movements in the early 
1950’s. The “Leontief Paradox” thus disappears in the case of West 
Germany. Quart. Jour. Econ., Feb. 1968, 82(1), English. 


Sanderson, M. Education and the Factory in Industrial Lancashire, 

1780-1840. 

The article deals with the ways in which the Industrial Revolution 
factory in Lancashire became involved with the education of its 
child workers as a substitute for the loss of normal day schooling 
that the process of industrialisation entailed. Although there were a 
few examples prior to 1802, the Act of that year obliged factory 
owners with apprentices to educate them, various examples of the 
implementation of tlie Act are examined particularly the Gregs at 
Caton and the factories of the Ashworths in the Bolton area. The 
Act was far from being a dead letter. 

The 1833 Act was a turning point since the factory owner al¬ 
though not obliged to educate his children could not employ them 
without evidence that they had attended school the previous week. 
Further, it set up a system of in.spection which brought Leonard 
Homer, already an enthusiast for education, to the county. To avoid 
inconvenience many firms ran schools associated with the factory 
rather than risk the loss of manpower of a less supervised system. 
Examples are examined using fresh business and other records. 

There were limitations on tlie system. Homer was not successful in 
getting firms to adopt the principle of relays, only about a third of 
the very best schools taught aritlnnetic beyond reading and writing, 
there was a good deal of evasion of the Act resulting in fines. The 
larger the firms the better was its education provision. 
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In tbe 1830s there was a change in attitude on the part of th 
promiaent paternal factory owners. They argued the business of ec 
ucating was properly the States and not the entrepreneurs. Th, 
issue is an c'^ample oi social problems of industrialisation being me 
initially by pri\ ate arrangements ultimately to be superceded by the 
notion of public responsibility. Econ. Hist. Rev., Aug. 1967, 20(2), 
pp. 266-79 (English). University of East Anglia, England 


SiiJiKnsTEiN, S. M. A Note on tlie Pattern of the Production System 

in Sweden. 

A study concerning the degree of triangularity and types of blocks 
found in a oon.solidation of the Swedish input-output table for 1957, 
the results are similar to those reported by other investigators for 
other countries, but it is noted that a high level of triangularity can 
be maintained while the sectoral sequence undergoes substantial al¬ 
terations. Furthermore, the structure and characteristics of final de¬ 
mand, as well as the degree of aggregation are observed to affect 
the triangular sequence and the block patterns in specific ways. 
Swedish Econ. Jour., 69(3), p. 296 ff (English) 

.Sor.roo, R. Monetary Problems of Pakistan. 

^Fhe objectives of this paper are threefold: (i) to present a broad 
outline of the banking system and to discuss the extent to which the 
Central Bank has been able and willing to control bank credit and 
interest rates; (ii) to examine the historical experience of monetary 
expansion and price level changes and to relate them to the volume 
of bank lending to the private sector, the monetary effects of gov¬ 
ernment borrowing from the banking system, and external transac¬ 
tions; and (iii) to discuss the effects of policies regarding price sta¬ 
bility and the rate of monetary expansion on the goals of increasing 
e.xports and domestic saving as a proportion of GNP. 

Monetary policy in Pakistan has focused almost entirely on sup¬ 
porting government borrowing operations and, within these con¬ 
straints, on maintaining price stability. The data show that in terms 
of maintaining price stability, policies adopted in Pakistan have 
been remarkably succes.sful in comparison with many other coun¬ 
tries both developed and less developed. Over the period 1949-50 to 
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1965-66 the average aimual change in the CNF price deflator has 
been about ZSH. 

Year to year price changes have been much greater, exceeding 5% 
in nine of the fifteen years under review, indicating that monetary 
(and fiscal) policies performed substantially less well in the short 
run than in terms of the fifteen year average. 

The success in maintaining relative price stability has been 
achieved more by sacrificing other goals (increasing exports and 
domestic savings) than by restrictive monetary and fiscal policies. 
Attempts to curtail the growth in consumption of both domestically 
produced and imported goods have largely relied on measures such 
as deficit financing, direct controls on the composition of imports 
and selective devaluation. Whenever the saving and export goals 
were pursued with vigor, prices came under pressure. 

Almost no effect has been made to use monetary policy to develop 
an efficient capital market and a system of financial intermediation. 
Jour. Pol, Econ., Aug. 1967, 75(4-11), pp. 205-20 (English). Yale 
University 


Stolpcb, W. F. Planning and Flexibility in Underdeveloped Coun¬ 
tries {Planungsprobleme dcr Wirtschaftlichen Entmcklung). 

The main problem of underdeveloped countries consists in an in¬ 
flexible productive structure which makes it difficult to adopt to 
changes in world markets. Tliere are three important instniments to 
improve their flexibility. 

The first instrument are the investments—not investments in gen¬ 
eral (this is only of interest in the context of stabilization policies) 
but specific investment projects or programs. The author distin¬ 
guishes directly and indirectly productive investments, which re¬ 
quire separate investment criteria. For the latter especially the fact 
ought to be taken account of that they cause large future current 
expenditures, therefore absorb future resources ahead of creating 
them. 

The second instrument is the budget. In underdeveloped countries 
its task is not only to finance the public services but also to accumu¬ 
late savings. It becomes the link between the public and tlie private 
sectors as well as between directly and indirectly productive invest¬ 
ments, and, by this, the main instrument for development. 
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The third instrument is the balance of payment policy: avoidance 
of balance of payment crises and e&dent use of export recent Its 
further tasks consist in creating public savings—a task that is very 
often underestimated compared to the infant industry argument or 
tlie directing of import and export. 

In (he last part the author scrutinizes a special problem of plan¬ 
ning a specific investment project: shadow or accounting prices 
(wages, interest rates, exchange rate). The theory implies that all 
investments are directly productive, which is too simple. When sha¬ 
dow prices are adopted, the budgetary consequences are neglected. 

E g., a project is chosen on grounds of low shadow wages, neverthe¬ 
less market wages have to be paid. The difference is a charge on the 
budget. The possibilities of productive investment are reduced, the 
composition of directly and indirectly productive investments al¬ 
tered in favour of the latter, and economic growth diminished. The 
autlior therefore concludes that the adoption of shadow prices calcu¬ 
lated from a static system might prove disastrous to future growth. 

The solution would consist in realizing all investment projects the 
rate of return of which would exceed the interest rate of, say, the 
World Bank (more or less opportunity cost of capital), and limiting 
investment in indirectly productive activities to what the budget can 
stand, in particular to an amount that does not foreclose future sav¬ 
ings. Kykios, 1967, 20(4), pp. 841-83 (German). University of Mich¬ 
igan, Ann Arbor 

Strassmann, W. P. Causes of Technological Stagnation in Manu¬ 
facturing During Early Industrialization. 

A poor country may use its labor force unproductively and with a 
primitive technology because of (1) an imperfect economic struc¬ 
ture, (2) inadequate management, (3) inadequate information 
channels, and (4) failure to invent techniques for the particular en¬ 
dowment of resources. Improving economic incentives thiough a 
more competitive, less arbitrarily distorted, economic structure 
would stimulate growth and help to reinforce growth-related steps 
in the choice of technique. However, better factor-pricing is most 
likely to lead to adaptation through selective installation or omission 
of standard equipment, usually in ways that take more workers in 
extra shifts, or indirectly in maintenance, repair, handling, and in- 
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spection. Not merely more workers, but different kinds of work must 
be organized. Any changes in organization must overcome inadequa¬ 
cies in management. Such changes can be introduced more easily 
without experimenting with factor proportions, that is, when other 
things are held constant—either the existing installation or a better 
layout that simply duplicates advanced foreign practice for that vol¬ 
ume. 

Novel manufacturing methods can nevertheless be invented for 
poor countries, as illustrated by a number of Mexican examples. 
These methods are not "rising-income-related” but “substitute-creat¬ 
ing.” Scientific breakthroughs create the possibility of cheaper or 
better substitutes throughout the world. AJthough advanced coun¬ 
tries are better equipped for exploiting these possibilities, they are 
not likely to explore all directions at once, particularly those unre¬ 
lated to their own resources and problems. Compared with better 
information channels, better management, and widening the spec¬ 
trum of techniques, attempts to lower capital intensity per se have a 
minor but not negligible role. Oxford Econ. Papers, Nov. 1967, NS, 
19(3), pp. 341-54 (English). Michigan State University 

SwAMY, D. S. A Statistical Evidence of Balanced and Unbalanced 

Growth. 

Increasingly active theoretical discussions and policy relevance of 
the doctrine of Balanced Growth warrants a probe into the develop¬ 
ment-experience of different countries. This paper presents the em¬ 
pirical evidence bearing on this aspect of growth. The sectoral im¬ 
balance is defined as the average of squared deviations of actual 
from postulated sectoral growth-rates. This measure of imbalance is 
correlated to the over-all growth-rates of sixty countries over differ¬ 
ent periods. The analysis runs in terms of (1) broadly defined global 
sectors, (2) narrowly defined industrial sectors, (3) industrial sec¬ 
tors producing only consumer-goods and (4) industrial sectors pro¬ 
ducing only capital-goods. The time-span for the analysis is 193^60. 
Time-series analysis enables us to classify countries according to 
their growth pattern. Both analyses fail to support the balanced 
growth hypothesis. 

Statistical evidence collected here points out that sectoral 
growth-rates imbalance need not inhibit the over-all growth of the 



106 Journal of Economic Abstracts 

economy. This is not inconsistent with (another finding of the 
study) the tendency of sectoral imbalances to decline as the level of 
national development increases; unbalanced growth hypothesis 
holds even if countries at different levels of development are sep¬ 
arately analysed. Rev. Econ. Stat., Aug. 1967, 49(3), English. Kirori 
Mai College, Delhi 


Thobp, K. Inflation and Orthodox Economic Policy in Peru. 

Die problem which this paper discusses is the role of the orthodox 
stabilisation policies implemented by the Penivian authorities in 
1959 in the dramatic economic recovery which Peru has exj^ierienced 
.since that date. Similar polic^es implemented elsewhere, usually 
with the backing of the IMF, have frequently not only failed to re¬ 
store internal and external equilibrium but have been responsible 
for stagnah'on and severe unemployment (in Argentina and Chile 
for e.xamplc). llie paper seeks to isolate the peculiar factors operat¬ 
ing in the case of Peru and to assess the implications of the Peruvian 
success for other countries. 

The paper opens with a brief description of the Peruvian economy 
and a discussion of the nature of the inflationaiy problem in Peru in 
the years 1950 to 1957. Then the severe disequilibrium which 
emerged in 1957 is analysed, and finally in section III the stabilisa¬ 
tion measures of 1958 and 1959 are described and their impact ana¬ 
lysed in some detail. 

It is shown that the vital element in the recovery which coincided 
with the final programme of mid-1959 was in fact the recovery in 
exports at a crucial point in time, supported by the wage policy the 
Government was able to implement. Further, tliis recovery in ex¬ 
ports was independent of the stabilisation programme. External de¬ 
velopments neutralised the deflationary effects of the stabihsation 
measures, lessened certain cost-push repercussions on prices and 
provided a strong stimulus to growth, while the restraint on wages 
also helped to avert a wage-price spiral. 

Finally, a brief appendix is included which discusses more fully 
certain problems arising in the analysis from the existence of two 
partially conflicting sets of national income statistics for Peru. Bull. 
Oxford Trust. Econ. ir Stat., Aug. 1967, 29(3), pp. 185-210 (English). 
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Tintneb, G. and Zind, R., A Simplified Keynesian Model of the 
Moroccan Economy (Un Modele Keynesien Simplifie de TEcono- 
mie Marocaine). 

In this study, simple, highly aggregative Keynesian-type model of 
the Moroccan economy is set up. In all, 13 variables and five equa¬ 
tions are involved. Eight variables are treated for the purpose of the 
study as exogenous. They are: population, public consumption, gross 
domestic capital formation, exports, imports, and the wage rate and 
time. Corresponding to the five equations, five endogenous variables 
are determined; namely, private consumption, real income, nominal 
income, employment, and the price level. 

Three equations are definitions or identities, and the remaining 
two are structural. The latter are subdivided into sub-equations 
yielding a consumption and a production function. The model yields 
the simultaneous elasticities of all five endogenous variables with re¬ 
spect to any of the exogenous variables, considered separately and 
given the ceteris paribus assumptions. 

Some important trends that have characterized the Moroccan 
economy during tlie last decade, such as the rate of population 
growth and the increase in public expenditures and wages, are ana¬ 
lyzed in terms of this model. As an illustration, the efiects on the 
economy of the yearly rate of population growth, about three per 
cent, arc shown. The model indicates that, ceteris parihus, the three 
per cent population growth leads to the following percentage in¬ 
creases: employment 1.77 per cent; nominal Gross National Product, 
1.77 per cent; real GNP, 1.20 per cent; private consumption, 2.31 per 
cent; and price level, 0.57 per cent. 

Marginal dissaving is indicated by the larger increase in private 
consumption, 2.31 per cent, than in the nominal GNP, 1.77 per cent. 
The population squeeze and the diminishing returns to labor inputs 
are evidenced by the smaller increase in real GNP, 1.20 per cent, 
than in population growth, three per cent. 

This and other relationships are computed in this study. Revue 
Econ. FoJ., 1967 (2), French. University of California 


Wiles, R. C. Professor Joseph Schumpeter and Underdevelopment. 

In the current critical literature on theories of economic develop¬ 
ment there have appeared numerous discussions of the applicability 
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Structure that are not explanatory of conditions in the emerging na- 
ticHis, i.e., entrepreneurial activity, innovations of the type Schumpe¬ 
ter envisioned, as well as the profit seeking atmosphere of a capital¬ 
istic type system. The article takes issue with such conclusions and 
attempts to show that, while Schumpeter s model is not appropriate 
for application to underdevelopment, this inapplicability stems from 
considerations in Joseph Schumpeter’s writings different from those 
cited in tlie literature. SpecificaUy, the crucial full-employment as¬ 
sumption in Schumpeter is seen to be unrealistic in the case of un¬ 
derdevelopment. Because of this, tlie discontinuous progress of tlie 
author s model will not result. The famous “Kreislauf* of the Schum¬ 
peterian schema is also view'ed as inappropriate as a theoretical 
starting point for progress in tlie emerging areas. For Professor 
Schumpeter, in the construction of his circular flow concept, allowed 
for an on-going economic system that, at least institutionally, is 
quite foreign to the typical situation of under-development. In short, 
it is maintained that Schumpeter qua Schumpeter is not a satisfac¬ 
tory explanation of economic development of the emerging areas, 
but for reasons different from those usually cited in the literature of 
development. Rev. Soc. Econ., Sept. 1967, 25(2), pp. 196-208 (En¬ 
glish). Bard College, USA 


Abeixo, E. Economic development and nationalism. Philippine Jour, of Bus. & 
Fin., Aug. 1967, pp. 154-65. 

Abiouun, J. O, Urban hierarchy in a developing country. Econ. Geog., Oct. 
1967, pp. 347-67. 

Auhakzm, a. a. K. Deficit financing for development with special reference 
to Pakistan. Punjab Univ. Econ., June 1967, pp. 9-23. 

Bairoch, P. Desarrollo agricola y desarrollo industrial. (With English sum¬ 
mary. ) Desarrollo Econ,, Apiril-June 1967, pp. 749-80. 

Babh, J. L. and Manne, a. S. Numerical experiments with a finite-horizon 
planning model. Indian Econ. Rev., April 1967, pp. 1-32. 

Behg, a. D. Malnutrition and national development. For. Affairs, Oct. 1967, 
pp. 126-36. 

Boserup, M. Bistandsteori—kommentarer til den nyeste litteratur. (The eco¬ 
nomics of development aid: a review article.) National0k. Tids., 1966, 
104(5-6), pp. 272-84. 

Bboaddrtoce, S. The economic development of Japan 1870 to 1920: a review 
article. Jour. Develop. Stud., Jan. 1908. 

Brzeski, a. Economic reform in Poland: the cautious avant-garde. Quart. Rev. 
Econ. & Bus., autumn 1967, pp. 19-28. 
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Arkhipoff, O. An Alternative to an Economic Accounting System 

for the World. 

In this article the author examines the conditions of an economic 
accounting system in the scale of the whole world. He considers 
two options; a world accounting system (with added value), an 
international accounting system (model without added value). The 
examination of economic questions of the world which preoccupy 
most of the economists must, according to him and considering the 
Jack of an efficient authority in the world, give priority to the sec¬ 
ond option; furthermore, about the first system, tire author remains 
doubtful as to the existence of a satisfactory theoretical foundation. 

In that analysis are studied different points of accoimting system 
or economy: parallel treatment betw'een regional and national ac¬ 
counts and between national and world accounts—aggregation of 
economic agents—treatment of monetary “Gold”—investments in for¬ 
eign countries—validity of economic models based on the notion of 
world income—aid to underdeveloped countries (with sample of ad 
hoc accounting model)—the problem of international financial oper¬ 
ations, etc. The question of selection of an accounting model, its de¬ 
gree of aggregation and its economic imph'cations is also ap¬ 
proached. 

Finally, the author treats the question of the international added 
value measured by the bias of revenues: having already criticized, 
in other articles, the identity; national product: national income, the 
author has doubts about the validity of such a method. Revue Econ. 
Pol, March-April 1967 ( 2), French. University of Tananarive 


Bell, F. W. An Econometric Forecasting Model for a Region, 

The purpose of this paper is to develop and test a regional econo¬ 
metric model that may be linked to a national econometric model 
such as that constructed by tlie Brookings Institution. This is one of 
the first attempts to explore the regional dimension of national 
aggregative models. The regional model has eight behavioral equa¬ 
tions and six identities. The behavioral equations or functions are 
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the following: 1) export-linking national GNP to regional exports; 
2) local consumption; 3) manufacturing investment; 4) nonmanu¬ 
facturing investment, 5) production; 6) labor supply; 7) migration; 
8) wage bargain. M^hen the model is solved, it yields the supply and 
demand for labor in the region and therefore, the imemployment 
rate. 

To test the model, data were obtained over the 1947-62 period for 
the State of Massachusetts. The parameters of the model were then 
estimated using ordinary and two-stage least-squares. The model 
closely piedicted both the supply of and demand for labor in the 
State over the 1947-62 period including turning points in the busi¬ 
ness cycle. Next, the model was used to project all the major eco¬ 
nomic variables for the State over the 1966-80 period using the GNP 
projection of a national econometric model. Finally, various rates of 
growth in GNP for the projection period were related to regional 
unemployment. It was found that a GNP growth rate of 2.9 per cent 
was associated with a regional unemployment rate of 5.64 per cent. 
An increase m tlie GNP growth rate to 4 9 per cent reduced the re¬ 
gional unemployment rate to 2 96 per cent. jour. Regional Science, 
Winter 1967, 7(2), pp. 109-28 (English). Federal Reserve Bank of 
Boston, USA 

Bierwag, G. O. and Grove, M. A. Aggregate Koyck P’unctions. 

If one assumes (i) that individual economic units predict the 
values of random variables within a model by use of adaptive expec¬ 
tations functions of the type due to Koyck, (ii) that the parameters 
of these functions differ among individual economic units, and (iii) 
that “market expectations” are a w'eighted combination of individual 
expectations, then the function representing aggregate behavior is 
not a Koyck function, but rather some other function belonging to 
the general class of Pascal distributed lag functions. Econometrica, 
Oct. 1966, 34(4), pp. 828-832 (English). University of Oregon 


Bonin, J. M. Seasonality and Economic Analysis. 

The main purpose of the article is to question the lack of attention 
given seasonality by most economists. Implicit seasonal adjustment 
values, the by-product of frequently necessary seasonal adjustment 
of quarterly and monthly data, seldom are either analyzed or 
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published. These values should be examined at least to avoid the 
questionable logic of ignoring fluctuations large enough to conceal 
cyclical fluctuations under investigation. But there are other reasons 
for the study of seasonality: wasteful seasonality has been extended 
by unwitting public policy, and imexplored seasonal relationships 
could provide useful empirical information about economic life. 

The discussion in this paper deals with the following points: the 
prevalence of seasonal patterns in economic activity, the treatment 
of seasonal adjustment factors and values in Government publica¬ 
tions, and the neglect of seasonality in various short-nm studies. Fi¬ 
nally, it is suggested that scholarly responsibility could be dis¬ 
charged by routinely paralleling all statistical tests and model con¬ 
structions involving seasonally adjusted data with similar tests and 
consbniclions based on the seasonal adjustment values. Southern 
Econ. Jour., Jan. 1968, 34(3), English. University of Georgia, USA 

Brownlie, A. D. and Hampton, P. An Econometric Study of Wage 

Determination in New Zealand. 

This study of wage determination, unlike those of other investiga¬ 
tors, is concerned with a period and a country in which there has 
been a considerable excess demand for labour as shown by negligi¬ 
ble unemployment and job vacancies never less than two per cent of 
the labour force. Data inadequacies confined the analysis to the 
manufacturing sector and even then a suitable index of actual 
money wage rates had to be specially constructed. 

Single stage least squares was used to test and estimate a number 
of linear wage equations with the rate of change in money wage 
rates as the dependent variable. The empirical results suggested that 
the most important determinant was excess labour demand as mea¬ 
sured by the percentage of job vacancies to the labour force. 
Changes in statutory minimum wage rates also appeared to have an 
important influence. Retail prices, labour productivity and several 
profit variables, however, were shovni to have only a negligible sta¬ 
tistical effect. The use of lagged variables also proved unrewarding. 
Female wage rates were statistically more sensitive to demand pres¬ 
sures than those of males but the opposite was the case with respect 
to the influence of statutory minimum wage rates. 

This study provides evidence of symmetry in the relation between 
labour market forces and changes in wage rates; the influence of job 
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vacancies in New Zealand is as strong as fiat of unemployment else¬ 
where. An implication of the “best” equation, however, is that in the 
absence of changes in statutory minimum wage rates and assuming 
a three per cent rale of increase in labour prt^uctiv'ity the vacancy 
percentage could be as high as 3,6 without causing an increase in 
wage rates greater than that in productivity. It tlius appears that a 
considerable excess demand for labour in New Zealand manufactur¬ 
ing may be compatible witli price stability. Inter. Econ. Rev., Oct. 
1967, .SC3), pp. 327-A4 (English). 


Criow, C. C. AVD RAY-CHAUDinmi, D. K. An Alternative Proof of 
ILiunan’s Thoort'm on Canonical Correlation and Multiple Equa¬ 
tion Systems. 

A simpler proof of a theorem of E. J, Hannan on canonical corre¬ 
lation and multiple equation systems in economics is presented. This 
proof emphasizes the fact that maximum likelihood is equivalent to 
maximizing a generalized variance ratio, i.e., the ratio of two gener¬ 
alized variances, in the estimation of parameters in simultaneous 
eciuations. It contains a proof of a theorem on maximizing the ratio 
of two determinants |ANA[/|AMAj with respect to A. It suggests 
that the general relationship between simultaneous equations system 
and canonical correlation theory be established via a generalized 
variance ratio. Economctrica, fan. 1967, 35(1), pp. 139-42 (En¬ 
glish). IBM Research Center and Ohio State University 


Chagc,, J. G. On the Relative Small-Sample Properties of Several 

Stn 1 ctrrral-Equ ation Estim ators. 

This paper reports the results of some samphng experiments on six 
structural-equation estimators: direct least squares, two-stage least 
squares, Nagar’s unbiased k-class estimator, limited information 
maximum likelihood, three-stage least squares, and full information 
maximum likelihood. Sensitivity of the relative performance of the 
estimators to the parameter values chosen in the models and to the 
values of the exogenous variables used is studied. It was found that 
differences between the methods are not pronounced, that there was 
significant variation among relative performances for different coef¬ 
ficients of a structure, that the relative performances were sensitive 
to the structure and data used. Bias was a serious problem only for 



Subjects 115 

direct least squares. Use of asymptotic standard errors for the other 
estimators tended to give reliable results. No clear guidelines for 
choice of an estimator were found. Econometrica, Jan. 1967, 35(1), 
pp. 89-110 (English). University of British Columbia 

Eisenpbess, H. and Greenstadt, J. The Estimation of Nonlinear 

Econometric Systems. 

The solution of econometric systems is extended to the case where 
one or more equations are non-linear in the parameters and/or en¬ 
dogenous variables. Using the usual assumptions of the “error-in¬ 
equations” model, the parameters are estimated first for each equa¬ 
tion separately by ordinary least squares, and then simultaneously 
for the whole system. For the present the problems of identification 
in such systems are not being considered. The computer program 
can handle up to 20 equations and 65 parameters. 

Tlie problem of actually maximizing the (non-quadratic) likeli¬ 
hood function (L) has been handled by a modification on Newton’s 
iterative root-finding mcdiod. Because of the fact that the step direc¬ 
tion selected by Newton’s method may not tend to increase L, the 
following procedure has been adopted: (a) 'The Hessian matrix of 
second derivatives of L—which is the system matrix for the Newton 
step—is diagonalized by the Jacobi method, (b) If all eigenvalues 
are positive; the normal Newton step is taken, (c) If some eigen¬ 
values are negative, their signs are changed, and the resulting modi¬ 
fied system matrix is used to calculate the step direction. This guar¬ 
antees an initial tendency to increase L in this direction, (d) The 
step length is determined by an extrapolation-interpolation scheme 
which gives the maximum value of L in the direction selected. 

Experience with this method shows that it is not subject to zigzag¬ 
ging of the usual gradient methods, and speeds up convergence very 
substantially, in spite of the large amount of computation in each 
step Econometrica, Oct. 1966, 34(4), pp. 851-861 (English). IBM, 
New York 


GnzuniES, Z. Distributed Lags: A Survey. 

Several recent generalizations of the geometrically declining dis¬ 
tributed lag model arc reviewed and the associated statistical esti¬ 
mation problems are discussed. Attention is drawn to the practical 
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difBculties of distinguishing between di£Ferent lag schemes and mod¬ 
els on the basis of usual economic data. This leads to a discussion of 
the more general problem of estimating mixed autoregressive 
schemes witli serially correlated disturbances and a review of the ex¬ 
isting theoretical rationale for the various suggested distributed lag 
models. Econometrica, Jan. 1967, 35(1), pp. 16-49 (English). Uni¬ 
versity of Chicago, Chicago, Illinois 


Hannan, E. J. Canonical Correlation and Multiple Equation Sys¬ 
tems in Economics. 

This article extends the limited information, single equation, 
LISE, method for the estimation of the parameters in a linear econo¬ 
metric model of the form 

(1) BY + rx = U 

where Y is a matrix of G rows and n columns of jointly dependent 
variables, X is a matrix of K rows and n columns of predetermined 
variables, U is a matrix of G rows and n columns of errors (indepen¬ 
dent by columns). It is shown that such a system, if it is fully identi¬ 
fied, may be uniquely decomposed into maximal non overlapping 
subsystems, of which a typical one will consist of Gi rows of (1) 
with tlie property that each of that subsystem has exactly (Gj —1) 
prescribed zero elements in each row of its coeflBcients (i.e. each 
row of [B-.r] appertaining to the subsystem). It is then shown that, 
taking a subsystem by itself and neglecting information about it pro¬ 
vided by restrictions on the coefficients in other subsystems, the 
maximum likelihood estimation method assuming U to be Gaussian 
consists in first finding the G, discriminant functions of the jointly 
dependent variables in the subsystem having the smallest canonical 
correlation with the predetermined variables not in the subsystem, 
after having removed by regression the predetermined variables in 
the subsystem. The use of the restrictions provided by the pre¬ 
scribed zero elements in each row leads to a unique estimate of the 
part of [B:r] belonging to the subsystem. Tests for the validity of 
the model are provided by classical multivariate analysis theory. 
The relation of the technique to LISE is discussed. Econometrica, 
Jan. 1967, 35(1), pp. 123-38 (English). Australian National Univer¬ 
sity 
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Habp, H. H. Use of Marginal R* and Partial r* in a Multiple Re¬ 
gression Analysis. 

In many cases presentation of the results of a multiple regression 
analysis is more meaningful when the effect of each independent 
variable in explaining variance is shown. This article reviews two 
techniques for calculating and presenting the effects of each inde¬ 
pendent variable on the multiple R*. Technique 1 is based upon the 
standardized regression coefSdents (b*) adjusted for intercorrela¬ 
tion. Technique 2 is based upon the increment in explained variance 
when each variable is added after all other variables imder considera¬ 
tion are entered and held constant. Agricultural Econ. Research, 
Oct. 1967, J9(4), pp. 103-110 (English). USDA, Washington, D.C. 


Howrey, E. P. Stabilization Policy in Linear Stochastic Systems. 

This paper is concerned with the description and evaluation of al¬ 
ternative stabilization policies which are embedded in a system of 
stochastic linear difference equations. The analysis is specifically 
concerned with the properties of the deviations from the expected 
value of the time path of income generated by the system. It is sug¬ 
gested tliat the power spectrum provides a useful approach to the 
characterization of alternative stabilization policies within this con¬ 
text. 

For a second-order autoregressive scheme, iso-frequency and iso¬ 
variance loci for the stochastic response are constructed and com¬ 
pared with similar loci which have been derived for the transient re¬ 
sponse of the system. One of the conclusions that emerges from the 
analysis is that, in general, it is not valid to assume that the stochas¬ 
tic response and tlie transient response have identical properties 
with respect to amplitude and periodicity. In particular, it is shown 
that policies which increase the stability of the system in the sense 
that they increase the rate at which the transient response damps 
out may actually increase the variance of the time path of income. 

In connection with the design of stabilization policy, the proper¬ 
ties of minimum-variance policies are briefly considered. It is sug¬ 
gested that minimum-variance policies have two possibly imdesir- 
able features: they provide for no smoothing of the disturbances and 
they reduce the comparative-static multiplier to unity. There are 
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therefore two trade-oflFs to be considered: one between the variance 
of the tune path of income and the shape of the spectrum and the 
other between the variance and the comparative-static multiplier. 
The objective function on the basis of which stabilization policies 
are designed must therefore include all three of these characteristics 
in order to avoid the pitfalls of contracyclical stabilization policies. 
Rev. Econ. Stat., Aug. 1967, 49(3), English. Princeton University, 
USA 

Ladd, G. W. Linear Probability Functions and Discriminant Func¬ 
tions. 

Tlie term “linear probability function” denotes a regression func¬ 
tion y = Xx -t- e in which the dependent variable is assigned the 
value of one if a specified event occurs and a value of zero if tlie 
specified event does not occur. The conditional expectation of y, 
given X, is inteq^reted as the conditional probability that the event 
occurs. Such equations are commonly estimated by least squares. 
Two difiBculties arise: (a) The error e does not have a constant vari¬ 
ance. (b) Estimated y may be greater than one or less than zero, but 
probabilities must lie between zero and one. 

In discriminant analysis the problem is as follows; Given two mul¬ 
tivariate normal populations of X’s with unequal mean vectors but 
equal covariance matrices and having an observation on X, deter¬ 
mine the population from which this observation was dravm. 

Regression analysis is a point and interval estimation problem; 
discriminant analysis is a decision problem. Aldiough the two prob¬ 
lems are quite different and the distributional assumptions under¬ 
lying them are quite different, this paper shows a number of identi¬ 
ties between them. 

A discriminant function is a function of the X's. Six different (but 
equivalent) discriminant functions are derived. A number of identi¬ 
ties between the least squares estimates of the linear probability 
function and one of the discriminant functions are shown, (a) The 
coefficients are identical, (b) The two values of are identical, 
(c) The same F ratio is used to test the significance of the two func¬ 
tions. (d) Probability functions are sometimes used for discrimina¬ 
tion and discriminant functions can be interpreted as probability 
functions. 
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Some economic applications of discriminant functions are summa¬ 
rized. Econometrica, Oct. 1966, 34(4), pp. 873-85 (English). Iowa 
State University of Science and Technology 

Leontief, W. An Alternative to Aggregation TN Input-Output 

Analysis and National Accounts. 

The method of double inversion presented in this paper permits 
us to reduce to a common denominator two (or more) input-output 
matrices that contain some comparable and also some incomparable 
sectors. The reduced matrices describe original intersectoral rela¬ 
tionships, however, they do so in terms of the selected comparable 
sectors alone. The double inversion method reduces the dimensions, 
i.e., tlie number of rows and columns in the original coefficient ma¬ 
trices analytically, that is, without recourse to essentially arbitrary 
weighting procedures involved in conventional aggregation. 

If the sectors represented in the original, unreduced matrix of 
input coefficients. A, are subdivided into two groups. Group 1 and 
Group 2, that matrix can be partitioned as follows: 



In the coefficient matrix. An®, of the reduced table, only the in¬ 
dustries belonging to Group 1 are shown explicitly. It is related to 
the original matrix. A, by the following equation: 

An’ = 1 - 

where Bu represents the square upper left-hand quadrant of the in¬ 
verse A ^ of A. 

In the process of analytical reduction, all so-called primary inputs, 
such as labor and capital, are automatically imputed from Group 2 
to Group 1 sectors, so that, for example, the sum total of the labor 
row in the reduced input-output table necessarily ec][uals the sum 
total of the labor row in the original table. The same is true of all 
the other components of the so-called value added row. 

A reduction of the original 57-sector U.S. 1958 input-output table 
into a smaller 8-sector table is presented and explained. Rev. Econ. 
Slat., Aug. 1967, 49(3), English. Harvard University, USA 
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Lond, P, J, Building Statistics: Construction Times and a Measure 

of Work Done. 

Tlie article shows how estimates of (i) construction times, i.e. the 
length of time between a building being started and being com¬ 
pleted, and (ii) ‘work done’ per unit time period, measured in terms of 
equivalent buildings constructed, may be estimated from available 
U.K. published statistics on permanent houses and industrial build¬ 
ings ‘started’, ‘under construction’ and ‘completed’. 

The methods of estimation are based on three major assumptions: 
(i) that buildings are completed in the same order as they are 
started; (ii) tliat the starts and completions recorded in each unit 
period of statistical observation are evenly spread throughout that 
period; and (iii) that the work on each building progresses at a con¬ 
stant rate during the time of its construction. The estimation proce¬ 
dures employ graphical analy.sis, and are described using a simple, 
but realistic, numerical example. 

Estimates of construction times and work done are presented for 
both the public and private sectors of housebuilding in England and 
Wales, and Scotland for 1947-64 and in Northern Ireland for 
1950-64. Estimates of housebuilding construction ‘times’ in the 
public sector are also presented on a regional basis. Estimates of 
both construction ‘times' and work done are presented for Industrial 
Buildings in Great Britain for 1945-64. lire estimates of both con¬ 
struction ‘times’ and work done display a regular cyclical pattern. 
Construction ‘times’ rise when the rate of starts is above normal, and 
fall when the rate is below normal; and by allowing construction 
‘times’ to vary in this way, the building industry is able to maintain 
relatively steady levels of work done and completions in the face of 
marked variations in the rate at which buildings are started. 

A final section discusses the realism of the assumptions, with par¬ 
ticular reference to the seasonal pattern of building. Although it is 
admitted that the assumptions may often be unrealistic, it is argued 
that their non-satisfaction may not have serious effects on the reli¬ 
ability of the estimates. Manchester School Soc. ir Econ. Stud., Sept. 
1967, English. University of Pennsylvania and University of Man¬ 
chester 


Michaely, M. Foreign Exchange Rates in National Accounting. 

In conventional procedures of national accounting, estimates of 
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transactions of the economy with the outside world involve the use 
of an ofBdal, or some other formal, rate of foreign exchange. This is 
bound to distort—sometimes seriously—such pivotal measurements as 
the national product, national saving, the ratio of imports to the 
product, and similar estimates. 

The paper recommends the adoption, instead, of the use of e£Fec- 
tive rates of exchange. Several concepts of effective rates are intro¬ 
duced. The meaning, composition and significance of each such con¬ 
cept are explained, and the role of these concepts in national ac- 
coimting is indicated. The discussion distinguishes primarily be¬ 
tween accounting of the national product at market price.s and at 
factor cost: since the purpose of each of these estimates is different, 
they call for the use of different exchange rates. It is shown how the 
adoption of appropriate exchange rates would make the estimates 
more consistent with the fundamental principles on which they are 
based; and, in this way, how the use of effective exchange rates 
would render these measurements more meaningful for economic 
analysis. It is suggested that this purpose may be achieved, quite 
often, with a rather low cost in terms of requirements for the collec¬ 
tion of new data, of the need for making arbitrary assumptions, or of 
the loss of simplicity which conventional practices enjoy. Econo¬ 
mica, NS, Aug. 1967,34(135), pp. 289-97 (English). Hebrew Univer¬ 
sity of Jerusalem, Israel 

Nicholson, J. L. The Measurement of Quality Changes. 

The author discusses the difficulties entailed in compiling index 
numbers by the introduction of new commodities and by changes in 
quality. After dealing with the general problem he rehearses the dif¬ 
ficulties of some particular cases and appends a comprehensive list 
of commodities and services affected by new introductions and qual¬ 
ity changes. Econ. Jour., Sept. 1967, 77(307), English. 

Norman, D. W. and Castle, E. N. Geography and Agricultmal 

Income: An Additional Hypothesis. 

This article is an attempt to add to the list of variables that may 
help explain the geographical pattern of agricultural income in tlie 
United States. A “range of choice” hypothesis is advanced and ex¬ 
plained in terms of economic logic. The hypothesis was tested em¬ 
pirically with Kansas and Oregon data. The empirical results were 
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consistent with the hypothesis for the Kansas data, Tlie results were 
inconclusive for the Oregon data. The policy implications are dis¬ 
cussed and the importance of considering penalties as well as re¬ 
wards in explaining economic behavior is stressed. Jour. Farm 
Econ., Aug. 1967, 49(3), pp. 571-83 (English). Ahmadu Bello Uni¬ 
versity, Zaria, Northern Nigeria and Oregon State University 


Pri sr, A. R. AND Stark, T. Some Aspects of Income Distribution in 

the U.K. Since World War II. 

The hrst subject is the distribution of pre-tax income in the U.K. 
in the post war period. Data from the Inland Revenue, the National 
Income Blue Book and the Family Expenditure Survey are analysed 
for selected years—principally 1949,1954, 1959 & 1963. An attempt is 
made to convert Inland Revenue data to a per capita basis; and a 
further extension of the exercise is to transform this to an equivalent 
adult basis. The main measure of inequality used is the Gini concen¬ 
tration ratio but some figures of the dislTibuUon by deciles are also 
given. T'he main conclusion is that on an equivalent adult basis 
there has been a small but persistent fall in inequality in the post 
war period. 

The second subject is the measurement of inecjuality after eliminat¬ 
ing short term fluctuations in income. It is shown that for 1958/59 
and 1959/60 inequality was markedly lower after m.aking this adjust¬ 
ment. 

Thirdly, the latest Famdy Expenditure Survey figures are used to 
show how inequality differed by age groups in 1965—the higher the 
age group, the greater the inequality. Some remarks are also made 
on lifetime income distribution and on the effects of changing age 
composition on the distribution of income over time. 

The main point of the last section is to show how much difference 
is made to the measure of inequality of pre-tax income in 1959 if 
capital gains are included in income. Manchester School Soc. & 
Econ. Stud., Sept. 1967, English. University of Manchester 


Richter, M. K. Invariance Axioms and Economic Indexes. 

Axioms are presented for several economic variables; inputs, out¬ 
puts, prices, wages, inflation, and technological change. In addition 
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to conventional smoothness and proportionality conditions, in each 
case an Invariance Axiom is proposed. For technological change this 
says, in a sense, that, vt'hen there is no technological change, there is 
no change in the index. 

One can prove that in each case there is a unique index satisfying 
the axioms, and this is a Divisia index. Since tliese continuous in¬ 
dexes are not generally independent of the path, the problem of 
how often to change index weights may be viewed in the light of a 
choice between invariance and independence. 

The unique invariant measure of technological change is shown to 
be a natural generalization of Solow’s measure to the case of many 
commodity types. Econometrica, Oct. 1966, 34(4), pp. 739-55 (En¬ 
glish). University of Minnesota 


Stanton, B. F. and Kettunen, L. Potential Entrants and Projections 

in Markov Process Analysis. 

Markov processes, despite their limitations, are becoming more 
widely used as a method of making projections of size and income 
distributions. The number of potential entrants to an industry or a 
population assumed in an analysis has an important effect on both 
short-run projections and equilibrium solutions. The number of po¬ 
tential entrants is not a passive variable, as has often been said or 
implied. ITirough the use of changes in the number and size of dairy 
farms in New York State as an example, alternative projections in 
the short run are presented for different assumptions about the num¬ 
ber of potential entrants. The general case is developed algebrai¬ 
cally for the effect of the number of potential entrants assumed (N) 
on the equilibrium solution for the vector t. Jour. Farm Econ., Aug. 
1967, 49(3), pp. 633-42 (English). Agricultural Economics Research 
Institute, Helsinki 


SwAMY, S A Dynamic Savings Function and its Long-run Implica¬ 
tions. 

The results presented in tliis paper are (1) A time series for 19 
countries of personal savings is well explained by 8 t = aSt-i + 
^Ayt -f Ut, where yt is per capita disposable income. The model 
was previously formulated by Houthakker, and tested by Houthak- 
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ker and Taylor for only two countries. (2) The steady-stste or the 
long-run savings function, implicit in the above dynamic equation, 
5/y = a; -f p(Ay/y) fits remarkably well to international cross-section 
data. (3) The coefficients of this long-run equation as obtained by 
explicit application of least-square on the equation, is statistically 
equal to the coefficients obtained implicitly from the dynamic sav¬ 
ings function. 3’hus there exists a dynamic testable savings function 
wliosc long-run implications are also borne by tests on cross-section 
delta. ( 4 ) The analysis is preceded by some evaluation of data, and 
concluded b)' indicating certain pitfalls in estimation of economic 
relationships when employing cross-section time series data. Rev. 
Econ. Stat., Aug. 1967, 49(3), English. Harvard University, USA 


Taixor, J. a Surrogate for Regional Estimates of Capital Stock. 

Information pertaining to the stock of capital equipment in the 
U.K. economy is very scarce. The problem is even more acute at the 
sub-national level because for all serious purposes it can be taken to 
be non-existent. This paper shows that the amount of active capital 
stock in five main industry groups (food, drink and tobacco; chemi¬ 
cals and allied industries; iron and steel; engineering and other 
metal trades; paper, printing and publishing) can be estimated for 
the regions of tlic U.K. from data of industrial electricity consump¬ 
tion. 

The paper is in three parts. Part I discusses the value of existing 
published data which give some indication of the expansion of capi¬ 
tal stock in the regions of the U.K. (i.e. the area, in square feet, of 
new industrial buildings). It is shown that these data are of little use 
for the purpose of regional economic analysis. 

Part II presents the a priori justification for using electricity 
figures as an indicator of active capital stock. It is argued that indus¬ 
trial electricity consumption is complementary to the use of capital 
equipment because it is an important fuel input. In the present anal¬ 
ysis capital stock is described as being active because industrial 
electricity consumption is a more eflScient indicator of the services 
derived from capital equipment than a simple value figure of capital 
stock. The latter ignores completely the extent to which capital 
stock is actually being utilised. It has therefore been necessary to 
convert capital stock statistics to active capital stock as a prelimi- 
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naiy step to the main part of the analysis. This method of conver¬ 
sion has been described in full 

Part III is concerned with the empirical testing of the proposition 
that industrial electricity consumption is closely related to the stock 
of active capital equipment. The results support this proposition. 
Bull. Oxford Inst. Econ. ir Stat., Aug. 1967, 29(3), pp. 289-99 (En¬ 
glish). 

Thru. H. AND ScHOLES, M. Forecast Evaluation Based on a Multi¬ 
plicative Decomposition of Mean Square Errors. 

The first part of this article is concerned with forecasts and fore¬ 
cast revisions made by the Netherlands Central Planning Bureau 
and the corresponding estimates of realization made by the Cen¬ 
tral Bureau of Statistics. The prediction and estimation errors are 
postulated to be generated by a random mechanism which satisfies 

s Glht^ ~ AiBhCt 

where e is the expectation operator, e.tt is the prediction or esti¬ 
mation error for the i^" variable, the h*** stage of the prediction- 
estimation process (h ~ 1 for the first forecast, h = 2 for its re¬ 
vision, etc.), and year t, and Ai, Bh, Ct are parameters measuring 
the inaccuracy of the forecast or estimate with respect to the i*** 
variable, the h“* stage, and the t'" year, re.spectively. To compare 
the merits of the forecasts with no-change extrapolation errors, a 
similar model is applied to the latter errors. 

The second part of the paper is an evaluation of input-output 
forecasts based on the same kind of model. In particular, the merits 
of a simple correction procedure of input-output forecasts are ana¬ 
lyzed in some detail. Economctrica, Jan. 1967, 35(1), pp. 70-88 (En¬ 
glish). Tlie University of Chicago, USA 


Theil, H. and Ubibe, P. The Information Approach to the Aggrega¬ 
tion of Input-Output Tables. 

The concept of expected mutual information, derived from infor¬ 
mation theory, is used to define the value of an input-output table. 
Aggregation of sectors to groups of sectors leads to a smaller table 
whose information value is also smaller. One of the causes of tliis 
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information reduction is the input heterogeneity of the sectors which 
are combined. It is suggested that aggregation should take place such 
that the input heterogeneity component of the information reduction 
is minimized. This criterion has a minimax character with respect to 
the aggregation bias of input-output prediction errors of intermediate 
and primary demand. These ideas are applied to a time series con¬ 
sisting of 13 input-output tables of the Netherlands. Rev. Econ. 
Slat.. Aug. 1967, 49(3), Engli.sh. 


Zr Lr.NTR, A., Kmlnta, J. and DukzE, J. Specification and Estimation 

of Cbbb-Douglas Production Function Models. 

In this paper we take up tlie problem of specifying and estimating 
a model of a profit-maximizing firm operating with a Cobb-Douglas 
production function. Our model differs from the traditional produc¬ 
tion model considered in the literature in that we assume that: (a) 
the production process is neither instantaneous nor deterministic; 
and (b) entrepreneurs are aware of the stochastic nature of produc¬ 
tion in their profit-maximizing endeavors. This fundamental concep¬ 
tual difference in our approach leads us to a new model with prop¬ 
erties different from that of the traditional model. 

After reviewing the specifying assumptions of tlie traditional 
model, wliich is based on deterministic profit maximization, in Sec¬ 
tion 2, we develop the new model in Section 3. The key point is that 
if output IS considered random, then profits are also random and it is 
not meaningful to talk about maximizing piofits, a random variable. 
Rather, we posit that entrepreneurs maximize the mathematical ex¬ 
pectation of profits, an assumption which leads us to the new model. 
In Section 4, “sampling theory” estimation techniques for estimating 
the parameters of the new model are presented. In contrast with the 
tiaditional model, it is found that the classical least squares method 
involving the regression of the logarithm of output on the input vari¬ 
ables, also expressed in logarithmic form, provides consistent estima¬ 
tors of the parameters of the Cobb-Douglas pioduction function 
when cross section data are employed. With a normality assumption, 
the aforementioned least squares estimators are also unbiased and 
identical to maximum likelihood estimators. Last, in Section 5, Bayes¬ 
ian estimation techniques are developed for the new model. Using 
a dififuse prior distribution for the parameters of the model, we de¬ 
rive the joint and marginal finite sample posterior distributions for 
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the parameters of the production function. These posterior distribu¬ 
tions can readily be used in practice to make inferences. Economet- 
rica, Oct. 1966, 34(4), pp. 784-795 (English). University of Chi¬ 
cago, Michigan State University and University Catholique de Lou¬ 
vain 

Ahkhipofp, O. Les limitations de la Comptabilit6 nationale et de quelques 
questions qui s’y rapportent. Rev. Econ., Sept. 1967, pp. 775-801. 

Bergan, a. Personal income distribution and personal savings in Pakistan, 
1963/64. Pakistan Develop. Rev., summer 1967, pp. 160-212. 

Chambers, E. J. and Picott, W. Methods of preparing population, labor force, 
employment, and income estimates for Washington State. Univ. Wash. Bus. 
Rev., sumirier 1967, pp. 35-47. 

Cooper, L. Solutions of generalized locational equilibrium models. Jour. Reg. 
Sci., summer 1967, pp. 1-18. 

FLEiscirEH, G. A. AND MiKiiALKjN, B. A technical note: discounting the geo- 
meOic series. Engin. Econ., summer 1967, pp. 217-28. 

FmniBA, Y. A maximal flow algorithm. Osaka Econ. Papers, March 1967, pp. 
7-18. 

IlocHSTTM, J. R. A critical comparison of three strategies of collecting data 
from households. Jour. Am. Stat. Assn., Sept. 1967, pp. 976-89. 

Hurter, a. P., Jr. and Moses, M. A. Price and production uncertainties in 
dynamic planning. Jour. Reg. Sci., summer 1967, pp. 33-48. 

Jacob, M. La forme cxponentielle continue dcs moyennes et ses appUcations. 

Annales de Sci. Econ. Appliqudes, July 1967, pp. 323-58. 

Reyittz, N,, Nagnur, D. and Sharma, D. On the interpretation of age dis¬ 
tributions. Jour. Am. Stat. Assn., Sept. 1967, pp. 862-74. 

Mao, j. C. T. and Knoll, D. Anahsis of investment returns by computer. 

Engin. Econ., summer 1967, pp. 229-39. 

Miernyk, W. H. Simulazione di sviluppo regionalo con un modello input-out¬ 
put. (With English sumnuuy.) Riv. Intemaz. di Sci. Econ. e Com., Aug. 
1967, pp. 741-53. 

MoNDANt, A. Teoria elementare della multicolline.arit^ e sua illustrazione nu- 
merica. Riv. Intemaz. di Sci. Econ. e Com., Aug. 1967, pp. 777-88. 

Mukerji, G. P. On some indices for measuring Lndastrial localization. Indian 
Econ. Rev., April 1967, pp. 95-104. 

Roberts, II. V. Infomiative stopping rules and inferences about population 
size. Jour. Am. Stat. Assn., Sept. 1967, pp. 763-75. 

ScHNAKE, N. P. AND IIiLL, L. D. Linear programming as a planning aid for 
country grain elevator managers. Illinois Agric. Eton., July 1967, pp. 1-6. 
Singh, A. The local business activity index: its constmetion and uses. Jour. 
Reg. Sci., summer 1967, pp. 75-82. 

Weil, R. L., Jr and Steward, D. V. The que.stion of determinancy in square 
systems of equations. Zeitschrift f. Nationalokon., Aug.-Sept. 1967, pp. 
261-66. 

Wilkerson, M. Sampling error in the consumer price index. Jour. Am. Stat. 
As.sn., Sept. 1967, pp. 899-914. 

Winkler, R. L. The assessment of prior distributions in Bayesian analysis. 
Jour. Am. Stat. Assn., Sept, 1967, pp. 776-800. 



Economic Systems; Planning and Reform; Cooperation 

Fbzel, H. The CoeflBcient of Capital Intensity and the Rate of In¬ 
vestment m Planned Economy. 

This paper deals with certain problems of growth theory, present¬ 
ing arguments previously published in the author’s “Sketches from 
Economic Theory,” Warsaw, 1965. 

In the first section the author deals with the problem of how to 
select tlie optimum variant of capital intensity, i.e., the technological 
level during a given planning period. 

Having given a critical analysis of the instruments used in tradi¬ 
tional growth theory, the author develops new conceptions which 
will help to solve the problem. 

In the second section the author is occupied with the other side of 
the problem, i.e., the question of selecting the investment rate in 
planned economy. 

What he set out to do here was to establish objective criteria of 
selection, the choice of the investment rate having so far been gen¬ 
erally believed to be a predominantly political decision. 

Tlie author makes use of the so-called reduction rate to measure 
the utility effect gamed by deferring consumption. Weltwirt- 
schafthches Archio, Sept. 1967, 99(1), pp. 79-88 (German). Univer¬ 
sity of Warsaw 


Hardebol, N. J. M. East-West Trade and Eastern European Eco¬ 
nomic Refoim, ( De handel tussen het Oosten en het Westen en 
de nieuwste economische poUtiek). 

Since 1956-58 East-West trade has increased steadily. In addition 
to political factors, economic factors have furthered this develop¬ 
ment. Of these the most important are the following. (1) The en¬ 
deavour of the Communist party in the Soviet Union and the other 
Comecon countries to achieve a higher production of qualitatively 
better consumption goods. 'This endeavonr has led to a series of 
reorganisations: (2) The managers of the industrial state industries 
have become less dependent of the planning bureaus. (3) New suc¬ 
cess indicators and (4) a reconstruction of the price structure have 
become necessary. (5) At the time the decisions as to foreign trade 
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became more decentralized. In the near future greater freedom can 
be expected for the export industries. 

It is important for the Western countries to realize that, apart 
from political considerations, these changes in the economic system 
enlarge by themselves the scope for East-West trade. Even novir 
trade contacts with the Comecon countries are too often regarded 
from a political viewpoint only, and are seen as being governed ex¬ 
clusively by political decisions. Western commercial interests can 
utilize the expanding possibilities for trade with the Eastern Euro¬ 
pean countries by means of marketing research and market manipu¬ 
lations; they can moreover try to widen these possibilities by exert¬ 
ing pressure on their government, parliament and political parties, 
and on the international organisations in order to remove trade re¬ 
strictions imposed by the Consultative Group. De Economist, July- 
Aug. 1967, 115(4), pp. 468-97 (Dutch). University of Amsterdam 


JociuMSEN, R. The Strategy of Politico-economical Decision. 

Economic policy theory has so far been characterized by the fact 
that the idea of a strategy of politico-economical decision has been 
exclusively connected with the event of complete coordination 
through a central political will (synoptic ideal). D. Braybrooke and 
C. E. Lindblom have suggested the alternative of adjustment by 
means of a mutual adaptation of diverging interests (pragmatic 
ideal). Consequently, the general question and appreciation of the 
synoptic ideal there follows a critical examination of the pragmatic. 
A detailed investigation of the four basic and polar ways of ap¬ 
proaching a given economic problem makes it clear that the two 
ideals of economic strategy are not mutually exclusive, but may very 
well supplement one another. The four basic types are foimd by 
combining the given range of the problem (total or marginal 
change) with the degree of its theoretical elucidation (profound or 
surface treatment). Each basic type is examined as to the kind of 
strategy which suits it. It is shown (1) that the combination of the 
synoptic with the pragmatic method is a problem that has not yet 
been satisfactorily solved; (2) that both ideab need to be com¬ 
pleted. Their completion should consist in taking account of the in¬ 
dispensable, or at least necessary conditions of assuring the mainte¬ 
nance, both internally and externally, of tlie established social and 
economic order (minimum method). Finally, the conditions govern- 
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ing the applicability of the combined strategy are discussed in de¬ 
tail. Weltwirtschaftliches Archie, Sept. 1967, 99(1), pp. 52-76 (Ger¬ 
man). University of Kiel 


Loveix, C. a. K. Profits and Cybernetics as Sources of Increased 

Efficiency in Soviet Planning. 

It is widely recognized on both sides of the Iron Curtain that the 
rate of Soviet economic growth has slowed down considerably since 
the early nineteen-fifties. In an effort to reverse this trend the So¬ 
viets are experimenting with two quite different plans. The first, 
ainjcd at increasing the operating efficiency of the centralized plan¬ 
ning system itself, involves the introduction of a nationwide system 
of computers in order to improve the system of command and infor¬ 
mation flows. The second plan purports to improve operating 
efficiency at the individual enterprise level through the introduction 
of a profit indicator system. 

The system of material balances, in use throughout the Khrushchev 
era, is first described and its shortcomings are analyzed, from both 
theoretical and operational points of view. Tlien the proposals of the 
cyberneticists (Chemiak, Modin and Nemchinov) are discussed. Fi¬ 
nally the profit indicator system for appraising enterprise efficiency 
most commonly associated with the name Liberman (but also advo¬ 
cated by Leontyev and Nemchinov) is assessed as a possible solu¬ 
tion to the Soviets’ problems. 

The record is clear that as yet neither system has been an unquali¬ 
fied success. Indeed a principal conclusion of this paper is that nei¬ 
ther proposal alone can perform its required task well enough to 
have any material effect on the Soviet growth rate. A possible solu¬ 
tion, however, would be to adopt Trapeznikov’s proposals, where by 
the two approaches would be consciously combined. Southern Jour. 
Econ., Jan. 1968, 34(3), English. State University of New York at 
Binghamton, USA 


Malinvaud, E. Notes for the Study of Planning Procedures. 

The procedures under discus.sion concern the preparation of a 
plan which deals with tlie production and distribution of goods and 
services and which would be the nearest possible approach to an op- 



Subjects 131 

timum. At present there is a hiatus between the theories which deal 
with this subject and the practice of planning. 

The mathematical economists have considered the question as a 
complement to their theories of equilibrium and optimum. When 
dealing with the study of convergence they have not examined the 
questions of which plan could be reached after how many iterations. 
They have neglected the particular circumstances which in practice 
play a large role (the nature of information at the disposal of the 
central level, the types of exchanges of information which one can 
consider, the realms within which substitutions are important, etc.) 

A different approach is proposed here. It consists of the study of 
some improvements to bring to the very simple procedure which, 
utilizing a Leontief model and formalising actual practice, could be 
applied to good effect, to an economy where technical coefBcients 
are fixed. Two procedures, both inspired by this principle, are de¬ 
scribed. 

In the first, for example, each enterprise is informed of its own 
production target and of the prices of the goods which are involved 
in the planning; it then reports the programme it chooses. The plan¬ 
ning bureau modifies the prices of primary resources by a process 
of tdtonnement while using a Leontief model for revising other 
prices and targets of production. The description of these two proce¬ 
dures is preceded by a study of two others which c'orrespond to 
them in the case where the plan concerns the distribution of goods 
among users. Canadian Jour. Econ.—Rev. Can. dEcon., Feb. 1968, 
1(1), French, University de Paris, France 


Okishio, N. Technical Choice and Planning Price. 

This paper discusses aspects of the choice of techniques in social¬ 
ist economies. Simple rules are derived to guide managers in a de¬ 
centralised system when choosing production techniques and to as¬ 
sist central planners in setting the planning prices of consumption 
and investment goods. The rules are formulated not only on the as¬ 
sumption that machines last forever but also for the case which has 
been neglected in the literature, namely, that when capital goods 
are “one-hoss shays”, i.e., have finite lives. It is shown that if the 
central planners’ target is to maximise the rate of increase of the 
stock of modem machines, the target will be achieved by setting 
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prices which imply equal rates of “profit” in all sectors of the econ¬ 
omy and by simultaneously instructing managers, when investing, to 
choose techniques which will maximise rates of “profit”. These rules 
hold for botli cases, provided that in the “one-hoss sha/* case, the 
central planners and managers calculate depreciation by the annuity 
method and use the uniform rate of “profit” as the discount factor in 
their calculations. Australian Econ. Papers, June 1967, 6(8), pp. 
113-23 (English). Kobe University 

Baufh, E. Wirtechaftsrefonn und Dezentralisiening in Jugoslawien. Der 
Donauraum, 1967, 12(3), pp. 141-55. 

Ca^KRAVAHTY, S. The theory of optimal investment planning—an operational 
assessment. Indian Econ. Rev., April 1967, pp. 47-74. 

CiofjcA, C. Nota in tema di pre-zzi nell'est europeo. Riv. Intemaz. dl Sd. 
Eton, e Com, Aug. 1967, pp. 798-805. 

Khan, A. R. A multi-sector programming model for regional planning in Paki¬ 
stan. Pakistan Develop. Rev., spring 1967, pp. 29-65. 

Lassctrf, G. La r6forme de I’enterpnse sovietique. Rev. Econ., Sept. 1967, pp. 
701-13. 

Manfredini, M. IjR concorrenza nella .stretta economica e nei traguardi di benes- 
sere di alcuni pacsi collcttivisti dell'cst europeo. Riv. Interaz. di Sd. Econ. 
e Com., Aug. J 967, pp. 789-97. 

Mabcu.s, M. R. Czechoslovakia: the decision to revi.se tlie economic system. 

Marquette Bus. Rev., Summer 1967, pp. 51-58. 

Mabczewski, J. Le rdle des prix dans un syst^me planifi6. Econ, Appliqu6e, 1967, 
20(3), pp. 319-45. 

OnTEGA Mata, R. La planificaciAn del dc-sarrollo econ6mico y sodal. (With 
English summary.) Econ. Politica, 1967, 4(1), pn, 13-24, 

Sarkah, N. K. Investment criterion and national welfare. Indian Econ. Jour., 
Oct.-Dec. 1966. 

SoBAjiMA, S. A comment on tlic free enterprise s}'stem. Osaka Econ. Papers, 
Nov. 1966, pp. 1-10. 

V.AN Brabant, J. M. Reflections on Soviet attempts toward the construction of 
an objective function for multi-period planning, Tijdschrift v. Econ., 1967, 
12(3), pp. 205-29. 

Wiles, P. J. D. Fifty years after; what future for communism? Lloyds Bank 
Rev., Oct. 1967, pp. 38-48. 



Business Fluctuations 


Leseb, C. E. V. The Role of Macro-Economic Models in Short-Term 

Forecasting. 

The construction of econometric models and their application to 
short-term forecasting is usually based on two assiunptions. The 
structural equations and parameters are taken as lending themselves 
to theoretical economic interpretation; £uid their use or the use of 
derived prediction equation, together with outside information for 
the ciurent exogenous variables, is believed to help with forecasting. 

Both assumptions are queried here. It is suggested that in many 
cases, true structural equations cannot be estimated but only appar¬ 
ent structural equations which must be judged by their predictive 
usefulness rather than their theoretical content. 

Furthermore, an example based on the Haavelmo model of the 
consumption function and on data for 14 O.E.C.D. countries shows 
that even with perfect knowledge of the structural equations and of 
the exogenous variables, the resulting prediction for the change in 
endogenous variables may be inferior to a naive forecast. In prac¬ 
tice, uncertainty regarding the values of the exogenous variables in¬ 
troduces another element of error. 

It is suggested that the distinction between predictor variables es¬ 
timated from outside information and predicted variables to be esti¬ 
mated by an econometric model does not have to follow a theoreti¬ 
cal classification into exogenous and endogenous variables. Suitable 
predictor variables are those which reasonably permit estimation by 
extrapolation or other simple assumptions, and which, together with 
lagged variables, contribute substantially towards explaining 
changes in the remaining variables. Changes in large aggregates 
may be used as predictor variables to deduce changes in their com¬ 
ponents. 

As an illustration, a model designed for forecasting year-to-year 
changes in personal expenditure, government expenditure, gross 
fixed investment, exports, imports and gross national product in 
Ireland is developed. Changes in final demand and in the difference 
between gross national product price are used as predictor variables 
together with lagged terms. The model is used for checking a set of 
official predictions, and some conclusions are drawn. 
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The general conclusion is that in model building special consider¬ 
ation should be given to its purpose. Rather than attempting the for¬ 
mulation of all-purpose models, there is a case for building difEerent 
models for different ends. Econometrica, Oct. 1966, 34(4), pp. 
862-72 (English). The Economic and Social Research Institute, 
Dubhn 


Waterman, A. M. C. The Timing of Economic Fluctuations in 

Australia: Januaiy 1948 to December 1964. 

It is customary for business cycle analysts to select an arbitrary 
sample of monthly and quarterly indicators, to subject these to de- 
seasonalising and smoothing transformations, to nominate peaks and 
troughs for each indicator, and to draw inferences about fluctuations 
in the general level of activity from the distributions of specific cycle 
turning points. The “reference cycle” peaks and troughs which result 
are maxima and minima of the “trend-cycle” of economic activity: 
their dating depends upon both trend and cycle. 

The purpose of this article is to expose the anatomy of the ‘trend- 
cycle’ to a more minute examination. In addition to the conventional 
maxima and minima, six other reference points are defined: peak 
and trough of trend-free series (pure “cyclical” component); peak 
and trough of “growth-rate curve’ (first derivative of logarithmic 
trend-cycle); and up- and down-cross of trend cycle on trend. Log- 
linear and log-quadratic tiends were fitted to 36 monthly indicators 
of the Australian economy ov'cr the period January 1948 to Decem¬ 
ber 1964. Use of the latter resulted in less dispersed distributions of 
specific crosses, hence the log-quadratic trend was used to extract 
the trend-free series from each indicator. 

It was assumed that the strength of evidence for the existence of 
any reference point W'as directly proportional to the number of spe¬ 
cific indications and inversely proportional to their dispersion. By 
these criteria, the evidence for the other six reference points in each 
cycle was found to be as strong, or stronger, than that for peaks and 
troughs. Specific peaks and troughs were more widely dispersed 
than specific trend-free peaks and troughs, and it was shown that 
this is consistent with tlie hypothesis that “trend” and “cycle” are in¬ 
dependent. It was concluded that the other six reference points may 
supply a chronological summary of business cycles as meaningful, if 
not more so, than the conventional peaks and troughs. Australian 
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Econ. Papers, June 1967, 6(8), pp. 77-102 (English). St. John’s Col¬ 
lege, Winnipeg, Canada 


Waud, R. N. An Expectations Model of Cyclical Growth: Hicks on 
the Trade Cycle Revisited. 

The main purpose of this paper is to construct a model which ac¬ 
commodates many of the criticisms of Hicks’ model of the trade 
cycle expressed by Kaldor. (N. Kaldor, “Mr. Hicks on the Trade 
Cycle,” The Economic Journal, LXI, December, 1951, pp. 833-47.) 
This is done by reformulating the accelerator principle along lines 
which incorporate Marshall’s notion of long-nm equilibrium and 
then postulating an “adaptive expectations” hypothesis to character¬ 
ise entrepreneurial behavior. Consumers are assumed to behave ac¬ 
cording to Friedman’s permanent income hypothesis. As a result of 
these assumptions about entrepreneiurial and consumer behavior it is 
shown that the model inherently possesses a greater degree of 
short-run stability than Hicks’ model, thus suggesting that an econ¬ 
omy may well exhibit convergent cyclical fluctuations about its secu¬ 
larly rising growth trend without ever encountering a full-employ¬ 
ment and/or monetary ceiling. Ceteris paribus the strength of these 
fluctuations is seen to depend on the short-run volatility of entrepre¬ 
neurs’ and consumers’ expectations. The short-run stability of the 
model argues for the hypothesis that these fluctuations must result 
from shocks. Finally, in this model entrepreneurs’ expectations for 
secular growth in their long-run equilibrium level of demand to¬ 
gether with consumers’ expectations for secular growth in their per¬ 
manent incomes replace the secularly rising floor in Hicks’ model of 
the trade cycle. Oxford Econ. Papers, Nov. 1967, NS, J9(3), pp. 
307-22 (English). University of Chicago 

Glejser, H. Un modMe trimestrial partiel dcs prix, des salaries et de I’emploi 
en Belgique. Cahiers Econ. de Bruxelles, 1967, 35(3), pp. 299-320. 

Raj, K. N. Price behavior in India,, 1949-66: an e.xpldnatory hypothesis. In¬ 
dian Econ. Rev., Oct. 1966, pp. 56-77. 

Rosenfeld, F. La provision economiqne dans I’analyse des valeurs mobili^res. 

Annales de Sd. Econ. Appliqu6es, July 1967, pp. 283-95. 

Wetzel, W. Exponentiell gewichtete, univanable Prognosemodelle. Jahrb. f. 
Nationalok. und Stat., Oct. 1967, pp. 33-50. 



Money, Credit and Banking; Monetary Policy; 
Consumer Finance; Morgage Credit 

Fbiedman, M. The Role of Monetary Policy. 

Professional opinion on the role of monetary policy has fluctuated 
widely—from great confidence in the potency of monetary policy in 
the 1920s to widespread belief that monetary policy is of negligible 
importance, to a revival of belief in the potency of monetary policy. 

This revival may have gone too far. By assigning monetary pohcy 
a larger role than it can perform we endanger the important contri¬ 
bution it is capable of making. 

Monetary policy carmot peg either interest rates or the rate of un¬ 
employment for long. In both cases, there is a “natural” rate, in the 
sense of Wicksell, determined by the real characteristics of the econ¬ 
omy. In both cases, monetary policy can make the “market" rate di¬ 
verge from the natural rate for a time. An increase in monetary 
growth will tend to lower both rates of interest and the rate of un¬ 
employment. But in both cases, these effects are temporary and tend 
to disappear as the community becomes adjusted to the higher rate 
of monetary growth. 

The most important thing monetary policy can do is to prevent 
money itself from being a major source of economic distinbance. 
Monetary policy can also provide a stable background for the econ¬ 
omy. Finally, monetary policy can contribute to offsetting major dis¬ 
turbances in the economic system arising from other sources. 

For monetary policy to make the contribution that it is capable of 
making, the monetary authority should guide itself by magnitudes 
that it can control (price level, or a monetary total) not by magni¬ 
tudes it cannot control (interest rates and level of employment). 
The monetary authority should avoid sharp swings in policy; it 
should suppress its propensity to over-react 

By choosing a relevant guide, setting itself a steady course, and 
keeping to it, the monetary authority could make a major contribu¬ 
tion to economic stability. American Econ. Rev., March 1968, 58(1), 
English. University of Chicago, USA 
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GKE3E24BAtrM, S. I. Competition and Efficiency in the Banking Sys¬ 
tem; Empirical Research and Its Policy Implications. 

This paper discusses recent bank cost studies with a view toward 
assessing their potential importance as well as their achievements. 
An optimal banking structure is defined in terms of fom desiderata 
—maximum productive efficiency, allocative neutrality, absence of 
consum er and factor exploitation, and maximum responsivity to 
technological and demand-oriented change—in order to describe the 
raison d’etre of bank cost studies. The studies reviewed in some de¬ 
tail include those of David A. Alhadeff, Irving Schweiger and John S. 
McGee, Lyle E. Gramley, Paul M. Horvitz, Stuart I. Greenbaum, 
and George J. Benston. 

It is concluded that firm findings regarding returns to scale in 
banking are not at hand, but additional work in this area is likely to 
yield the sought-after information. The latter judgment is based on 
the gradual improvements observable among these works when they 
are viewed in seriatim. However, profound conceptual problems re¬ 
main to be resolved. Perhaps most vexatious is the problem of ao- 
coimting for private-social cost disparities in the production process 
in banking. Plausible firm and industry production function models 
have not been formulated and the definition of bank output and in¬ 
puts requires additional work. 

Available evidence suggests that small banks operate imder condi¬ 
tions of sharply falling costs. Banks of intermediate size, say be¬ 
tween $10 million and $300 million in assets, probably operate under 
falling costs as well, but the rate of decline appears to be modest. 
Findings regarding the operation of banks with more than $300 mil¬ 
lion in assets are contradictory. The cost studies have also generated 
evidence of independent “plant” and “firm” effects on costs. That is, 
the grouping of unit banks into branch systems results in reduced 
average cost even if the output of each component remains un¬ 
changed. 

The paper concludes with a discussion of selected topics of bank¬ 
ing structure research outside the area of cost analysis. These in¬ 
clude the questions of defining a financial services industry for the 
piupose of analyses of industrial organization; the role of public reg¬ 
ulation in models of structure and performance; and the role of 
entry regulation in banking. Jour. Pol. Econ., Aug. 1967, 75(4-11), 
pp. 31-48 (English). Office of Comptroller of the Currency 
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Grossman, H. I. Risk Aversion, Financial Intermediation, and the 

Term Structure of Interest Rates. 

This paper mvestigates theoretically the determination of the 
equilibrium difference between expected holding period yields on 
government debts of different maturities. The weight of recent em¬ 
pirical evidence strongly suggests tliat these yields vary directly 
with maturity. Tlic problem for theory is to explain the existence of 
tiiis positive differrentidl and to suggest how it would be affected by 
shifts in relevant exogenous variables. 

Part I develops the theory in a context of universal risk aversion. 
Tlie discussion reviews some ground made familiar by the work of 
Tobin, Ariow, Bierwag and Grove, and Sharpe, but stresses the im¬ 
portance, which has usually been overlooked, of assuming risky in¬ 
vestment to be a normal good. This assumption is crucial to the im- 
ambiguous specification of individual demand functions and is re¬ 
quisite for sensible market equilibrium condibons. 

Part II considers nonuniversal risk aversion. Financial intennedi- 
aries FIs, viewed as an institutional manifestation of risk indifferent 
investors, explic'itly enter the model. Tliis extension of the formal 
model represents a novel departure. Among other things, the analy¬ 
sis shows that, contrary to previous analyses, universal risk aversion 
is not neces.sary to explain observed yield differentials, and conse¬ 
quently is not implied by these differentials. FIs reduce these differ¬ 
entials, but, even abstracting from transactions costs, and even if 
they expand to a competitive, equilibrium, they cannot eliminate 
these differentials. In addition, the analysis shows how government 
insurance of FI liabilities contnbutes to the shrinkage of these dif¬ 
ferentials. Jour. Finance, Dec. 1967, 22(4), English. Brown Univer¬ 
sity, USA 

Kane, E. J. and Malkiel, B. G, The Term Structure of Interest 

Rates; An Analysis of a Survey of Interest-Rate Expectations. 

This paper presents the results of a survey of investors’ forecasts 
of future interest rates and their evaluations of the maturities of 
government issues they regarded as “particularly attractive” for in¬ 
vestment. The data were collected via questionnaires from a sample 
of institutions who are important participants in the market for gov¬ 
ernment securities. The purpose of the paper is to provide direct in¬ 
formation on expectations, and, by so doing, to try to shed light on 
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some of the disputed issues in the theory of the term structure of 
interest rates. 

Survey results suggest a number of conclusions relevant for the 
conduct of monetary policy: 

1. While many investors seem to formulate specific interest-rate ex¬ 

pectations, others do not Significantly, differences in the will¬ 
ingness to predict follow institutional lines: m particular, banks 
are more likely to venture predictions than other institutions. 

2. The hypothesis that investors hold a uniform set of expectations 

of future interest rates is contradicted by the data. 

3. Both the willingness to predict and the extent of disagreement 

(the two dimensions of nonuniformity in expectations) vary 
with the futurity of the rate being predicted. 

4. The data suggest that investors are influenced by their expecta¬ 

tions in deciding which maturity areas are attractive for pur¬ 
chase. 

5. Investors do appear to exhibit varying degrees of risk aversion in 

their appraisal of the attractiveness of securities. Rev. Econ. 
Stat., Aug. 1967, 49(3), English. Boston College and Princeton 
University, USA 

Koo, A. Y. C. Market Structure and the Differentials Effects of Re¬ 
strictive Monetary Policy. 

The paper explores the incidence of restrictive monetary policy on 
firms of different market structures. It is argued that in the period of 
tight money, firms with backlogs are less likely to suffer a loss of 
sales or profit than those without backlogs because of the ability of 
the former to shift future production to the current period. Since 
firms with backlogs can only be foxmd in the oligopolistic sector, we 
conclude that the burden of the restrictive monetary policy is more 
likely to fall on the firms in the competitive sector than those in the 
oligopolistic one. Ktjklos, 1967, 20,(4), pp. 924-33 (English). Michi¬ 
gan State University, East Lansing 

Mayej^, T. The Lag in the Effect of Monetary Policy: Some Criti¬ 
cisms. 

This paper discusses some of the literature relating to tlie lag in 
the effect of monetary policy. It argues that the well-known Karek- 
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en-Solow study implies a very long lag. a lag math loogor tiwn 
Friedman's estimate. It then summarizes the Bndlngs of other studies 
of the lag for the United States and other countries. Eveiy one of 
these studies shows a lag of at least two quarters, and many have 
much longer lags. Tliis throws doubt on attempts by Modigliani 
(7jP£' 1964} Bronfenbrenner (JPE 1961) to settle the ‘Vules vs. 
authorities' issue empirically, because these studies did not make 
sufficient allowance for the kg. Introducing a Jag into the Modig- 
Lani model changes his conclusions substantially. 

The paper then deals with the Friedman-Sebwartz estimate of the 
varuihtUty of the lag. It argues that their method of comparing the 
money growth series with cyclical turning points gives an upward 
bias to the variability of the lag though not to its mean. This is so 
for four reasons. First, using yearly data for money prior to 1908 in¬ 
troduces a bias. Second, since some cycles are nonmonetary in ori¬ 
gin, including these cycles in the measurement of the lag aids a spu¬ 
rious element to the variance. Tliird, differences in the strength of 
nonmonetary factors in various cycles means that it takes monetary 
restriction different amounts of time in various cycles to overcome 
the nonmonetary factors. But this variance is unrelated to the ques¬ 
tion of how long it takes a given dollar change in money to have its 
effects on income. Finally, differences in the magnitude of different 
monetary policies also raise the variance of lags when these lags are 
measured by comparing peaks in time series. Western Econ. Jour., 
Sept. 1967, 5(4), pp. 3^-42 (English). University of California, 
Davis, USA 


Meltzer, a. H. Major Issues in the Regulation of Financial Institu¬ 
tions. 

The major issue about regulation of financial institutions is 
whether regulation achieves a desirable sodal purpose when both 
costs and benefits are considered. Broad issues of this kind cannot 
be resolved abstractly. They require analysis. In this paper, I exam¬ 
ine three main arguments for bank regulation and discuss the extent 
to which the conclusions reached can be applied to non-bank finan¬ 
cial institutions. 

The three main arguments for regulations on merger, branching, 
entry and other phases of the banking business are described as the 
macro, micro and failure arguments, 'The macro argument claims 
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that without legulatioo, a system-wide monopoly would develop. 
The micro argument daims tiiat regulation is required to prevent 
local monopolies. The failure argument claims that regulation is 
needed to reduce the number of bank failures. 

A main conclusion of monopoly theory is that a maximizing mono¬ 
polist restricts output and raises price. I argue, however, that 
this conclusion does not apply to banking because the government 
has a more powerful monopoly. The government produces base 
money, a main input in the production of money, at nearly zero cost. 
If the monopolized banking system attempts to restrict output by 
holding additions to base money as excess reserves, it destroys the 
fractional reserve system, a main source of bank profits. 

The results of a number of recent studies are discussed. The stud¬ 
ies suggest that if local monopolies exist, they are hard to detect. 
Moreover, the studies provide little or no defense of present restric¬ 
tions on branching, entry and merger. 

Further, I argue that individual bank failures and multiple bank 
failures are separable problems. Multiple failures were most often 
the result of errors made by the central bank. For this reason, pri¬ 
vate insurers cannot offer deposit insurance. Some improvements in 
the present deposit insurance system are suggested, four, Pol. 
Econ., Aug. 1967, 75<4-II), pp. 52-70 (English). Carnegie Institute 
of Technology 

Samxjelson, P. a. What Classical and Neoclassical Monetary Theory 
Really Was. 

The paper presents a participant’s-eye view of classical and neo¬ 
classical monetary theory. As the author experienced and believed it 
from 1932 to 1937, this theory—never formalized in a system of 
equations—rather casually assumed that in the long run the amount 
of money did not matter once an economy had become monetized. 
However, tlie theory did not claim that a monetized and a barter 
economy would be identical even though they had the same tastes, 
technologies, and factor endowments. There was also a tendency to 
assume that such real factors determined relative prices and outputs, 
while the amoimt of money determined the absolute price level. 
Thus there were two dichotomies, not one. But the second dichot¬ 
omy was not something which anyone took with high seriousness. It 
was merely a provisional simplication. In any event, both dichoto- 
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mies are legitimate if appropriate models are speafied. The author 
proceeds to present a model wliieh establishes the legitimacy of a 
dichotomy between ‘Teal elements” and “the monetary element 
which determines only the absolute level of prices.” This model, he 
claims, was intuitively present in the minds of the best neo-classical 
writers—tliongh they never made it explicit or published it. The 
paper concludes with some discussion of the relevant works of 
Lange, Patinkin, and Archibald and Lipsey. Canadian Jour. Econ. 
(Rev. Can. d’Econ.}, Feb. 1968, J(l), English. Massachusetts Insti¬ 
tute of Technology, USA 


Saving, T. R. Monetary-Policy Targets and Indicators. 

The recent rev ival of inteiest in tlie problems of monetary-policy¬ 
making has resulted in an outpouring of research on the effectivness 
of monetary policy. However, even if we all agree that monetary 
pohey is effective, we must still face the problem of tlie choice and 
timing of this policy. But if agreement is to occur on futiue policy it 
must be preceded by agreement on what the current policy is. 
While this statement may appear strange, it is nevertheless tiue that 
considerable disagreement does exist on what the current policy is. 
And if agreement cannot be reached on what the current policy is, it 
is difBcult to reach agieement on how this policy should be modi¬ 
fied. 

Tlie difficulty in judging the impact of the current policy stems 
from what is sometimes called the target and indicator problem. In 
particular, because the endogenous variables that the monetary au¬ 
thority desires to influence are only observable with a lag and be¬ 
cause the structure of the economic system is unknown, the mone¬ 
tary autliorities cannot directly observe or predict tlie effect of their 
policy. Thus, they choose an endogenous variable that is quickly af¬ 
fected by policy and readily observable as a target for policy. But in 
using the target to adjust the magnitude of policy, the policymaker 
runs the danger of interpreting all changes in the target as being 
done to the policy being pursued. However, if exogenous changes 
have occurred during the course of the policy period tliese changes 
may have resulted in changes in the level of the target variable and 
lead to a misinterpretation of the effect of the policy being pursued. 

Because of the danger diat the exogenous effect will swamp the 
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policy effect, changes in the level of lie target variable cannot be 
used to judge pohcy. nius, some other variable must be used to 
judge the effect of policy. This other variable is called a monetary 
policy indicator. Jour. Pol. Econ., Aug. 1967, 75(4-11), pp. 16-26 
(Egnlish). Michigan State University 


Texser, L. G. a Critique of Some Recent Empirical Research on the 

Explanation of the Term Structure of Interest Rates. 

This article analyzes the relevance of recent empirical research on 
the term structure of interest rates in choosing among two partially 
competing theories of the determinants of the term structure known 
as the expectations and liquidity preference theories. The first 
theory asserts that spot interest rates of loans of different maturities 
depend solely on market expectations of future interest rates. The 
liquidity preference theory asserts that forward interest rates are up¬ 
ward biased estimates of subsequent spot rates. The bias is ex¬ 
plained by the assumption that the risk aversion of lenders makes 
them value the stability of principal more than the stability of in¬ 
come. Principal is impaired if there is an unforeseen rise in interest 
rates while the stability of income is reduced from a pohcy of suc¬ 
cessively lending a given principal for short time periods. There are 
two sources of contention. First, universal risk aversion of both bor¬ 
rowers and lenders does not constrain the term structure in the way 
implied by the liquidity preference theory. For some lenders, such 
as insurance companies, it is less risky to lend long term tlian short 
term because of their long term payment obligations. Hence risk 
aversion leads borrowers and lenders to hedge risk of interest 
changes and this need not imply a particular shaped term structure. 
Second, empirical work requires specification of how expectations 
are formed. This has been done in recent years in two different 
ways, one based on the Cagan-Friedman model which specifies the 
level of expec'tations, and the other developed by Meiselman which 
specifics how expectations are revised. Meiselman’s contribution is 
especially important because changing events lead individuals to re¬ 
vise their expectations and in empirical work it is necessary to 
specify how tliis occurs. Tire article examines the empirical contribu¬ 
tions of Meiselman, Kessel, Buse, Differ, and others. Jour. Pol. Econ., 
Aug. 1967, 75(4-11), pp. 116-30 (English). University of Chicago 
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TucacEB, D. P. Credit Rationing, Interest Rate Lags, and Monetary 

Polity Speed. 

During the process of short-run adjustment to external shocks, an 
economic system will pass through disequilibrium stages in which 
one or more of its markets are not cleared. The existence of excess 
supply or demand in any one market will generally have direct re- 
precussions on the demands and supplies expressed in other mar¬ 
kets, thereby altering the dynamic behavior of these other markets 
during the process of adjustment. In particular, imanticipated inven¬ 
tory changes associated with failure of the product market to be 
cleared are likely to alter the borrowing behavior of firms, thereby 
having an impact on interest rate movements in the credit markets. 
Similarly, credit rationing caused by a temporary failure of the 
credit markets to be cleared will force borrowers to alter their 
spending behavior, and in this way the adjustment of the product 
market will be affected. 

The importance of these interactions depends directly on the size 
of the gaps between demand and supply that are temporarily gener¬ 
ated during adjustment, and these gaps, in turn, are determined by 
the sluggishness or flexibility with which interest rates, quantities 
manufactured, and prices respond to altered market conditions. Em¬ 
pirical evidence suggests that some of these variables are quite 
sticky in adjusting in the real world. 

These elements of dynamic behavior are incorporated into a 
model of aggregate demand in order to study their implications for 
monetary pohey. The model demonstrates that, if credit rationing 
has a sufficiently strong impact on investment demand, tlien the 
economy may respond more rapidly to monetary contraction when 
the interest rate is sticky than when it behaves with extreme flexibil¬ 
ity. This result is due in part to a credit-contraction multiplier, 
which can cause the effective credit shortage faced by investors to 
exceed greatly the actual reduction in the supply of lending. Quart. 
Jour. Econ., Feb. 1968, 82(1), English. University of Chicago 


WuxES, M. U. ITie Inside Lags of Monetary Policy: 1952-1960. 

This paper presents estimates of the inside lags of monetary pol¬ 
icy at cyclical turning points during the 1952-1960 period. The min¬ 
utes and some intemal memoranda of the Federal Open Market 
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Conxmittee were used to derive estimates of both the recognition 
and action components of the inside lags. Earher studies had made 
estimates of the recognition lag only, assuming the action lag to be 
zero. 

It was foimd that it took the Federal Reserve three or four months 
to recognize a cyclical turning point. On three occasions this recog¬ 
nition resulted in a simultaneous change in the direction of mone¬ 
tary policy. At the 1953 and 1960 peaks, however, the direction of 
monetary policy was changed five and six months prior to the Fed¬ 
eral Reserve's recognition of the turning point. These negative ac¬ 
tion lags were due to the fact that the Federal Reserve responded to 
things other than its recognition or forecast of these two turning 
points. 

These results are compared with the estimates of two previous 
studies and some inferences are drawn about the length of the in¬ 
side lags at future cyclical peaks. Jour. Finance, Dec. 1967, 22(4), 
English. University of Pennsylvania, USA 


The Structure of Interest Rates and Recent British Experience: A 
Comment. Buse, A. Reply, D. Fkhkr. 

This comment relates to a recent paper by Douglas Fisher [Econ¬ 
omica, Vol. XXXIII, 1966]. Two major points are made. First, 
it is suggested that Fisher has failed to provide a suitable theoretical 
basis for his method of yield estimation. The use of multiple regres¬ 
sion techniques to fit the yield curve smoothes the data and without 
some explicit theory for this procedure it reduces to adjusting the 
facts to fit the Meiselman model. Second, it is shown that for pur¬ 
poses of testing the Meiselman model, his technique produces re¬ 
sults which can readily be approximated by a simpler alternative 
method of yield estimation which he rejects as inferior. Specifically, 
Grant’s linear interpolation data were smoothed by means of a free 
hand visual “best fit” airve and these smoothed yields produced re¬ 
sults identical to Fisher’s when applied to the Meiselman model. 

It is also shown that Fisher’s conclusions concerning liquidity pre- 
mimns are incorrect. The comment concludes with some simple sta¬ 
tistics which illustrate the joint movement of interest rates, one of 
the general propositions of the expectations theory. This evidence is 
independent of the method of yield estimation. The role of Bank 
Rate in these joint movements is ako documented. 
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The “Reply” to Mr. Ruse’s comments concentrates on his appar¬ 
ent accusation that coupons, which do afFect yields, do not matter in 
tests of the “expectations hypothesis” about the term structure of 
rates. It is pointed out that, on the British data, coupons do appear 
to matter in at least two ways. In the first case, the Meisehnan 
“error” test is subjected to two assumptions about the typical coupon 
—that it is zero (the Hicks assumption) and that it is per cent. 
While the results obtained by the two tests are not significantly dif¬ 
ferent from each other, there are interesting non-significant differ¬ 
ences; further, tlie results of both tests are significantly different 
from those obtained by Mr. Ruse, for the same imderlying data. 
Since, as one might expect, it is the pattern of errors which is differ¬ 
ent, it is suggested that the whole coupon question would bear fur¬ 
ther investigation. In the second case, it is emphasized that hy¬ 
potheses concerning the level of interest r<ates carmot always be 
evaluated without controlling for coupon effects; the particular in¬ 
stance cited is the problem of selecting a typical long term rate for 
.studies of the British term structure. In this market, for the period 
considered, the average yields of perpetuities differ by as much as 
33 “l)asis” points in association with 150 “basis points” of coupon in 
the same direction; the dilemma is apparent when one attempts to 
select a long term yield to compare with short yields, when relative 
levels are in question. Economica, NS, Aug. 1967, 34(135), pp. 
298-313 (English). University of Alberta, Edmonton, Canada and 
Queen’s College, Now York, USA 
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Auu), D. A. L. A Measure of Australian Fiscal Policy Performance, 

1948-49 to 1963-64. 

This study is an evaluation of the success of fiscal policy in(l) 
cushioning recessions, (ii) reducing demand-inflation pressures, and 
(iii) promoting a full employment level of G.N.P. The basic tool is 
the concept of fiscal leverage (the weighted budget result times the 
disposable income multiplier). By comparing the change in leverage 
and change in G.N P., the impact of the budget can be measured. 
This is carried out for the recession and recovery years 1952-54, 
1957-59 and 1961-63. In addition to estimating the overall impact of 
the budget, tlie separate contribution of automatic (or built-in) and 
discretionary changes in spending and taxation are estimated. 

For the inflation years, the change in the weighted budget result 
was compared to the change in G.N.P. and a ‘rough’ index of the 
stabilizing (or destabilizing) impact of the budget was computed. 
Again the separate effect of built-in and discretionary changes were 
analysed. 

To measure fiscal policy’s contribution towards maintaining full 
employment G N.P., actual fiscal policy was compared to fiscal pol¬ 
icy results in full employment. An index of performance was com¬ 
puted. Calculation of a full employment G.N.P. was based on a con¬ 
stant per annum increase in productivity and actual increase in the 
available labour force, assuming 1 0 per cent unemployed. 

The major findings of the study are as follows. First, fiscal policy 
was stablizing in all three recession years and five of the eight infla¬ 
tion years. Second, built-in flexibihty was stabilizing in two recession 
years and five of the eight inflation years Third, although fiscal pol¬ 
icy has not maintained G.N.P. on a full emplo)Tnent trend, devia¬ 
tions from this trend have been small. Econ. Record, Sept. 1967, 
43(103), pp. 333-53, (English). Australian National University 


Curran, D. J. Federal-Local Financial Relations. 

A notable growth of federal grants to local units of government 
has occurred since World War II. There has been little examination 
or analysis of this trend. 

Because of their relative newness and because of the non-tradi- 
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tional elements that they inject into American federalism, the bur¬ 
den of proof to justify these grants is put by this article on the inno¬ 
vator; namely, Ae f^eral government The federal-local grants do 
not show up well when examined in the light of the usual Public 
Finance justifications for grants-in-aid. 

The growth and economic unity and economic interdependence 
provides some support for these programs; equalization could sup¬ 
ply more support, but this goal is seldom sought An examination of 
the concept of “national needs” at the local level adds little light to 
the discussion and less justification for the federal programs. 

The main conclusion that emerges in this: Although there is little 
doubt that these grants meet real needs, there is insufficient atten¬ 
tion and publicity given to the cost of the programs; costs both in 
the opportunity sense of other goods and services foregone as well 
as costs in the philosophical sense of less local and individual choice. 
Rev. Soc. Econ., Sept. 1967, 25(2), pp. 183-95, (English). Cam¬ 
bridge Center For Scoial Studies, USA 

Gaffney, M. Tax-Induccd Slow Turnover of Capital. 

This paper argues that taxes deferred are taxes denied, because of 
compoimd interest. Taxpayers seek to defer tax liabilities and ad¬ 
vance write-off of costs. Under present income and excise taxes, this 
biases investors in favor of longer-lived investments, distorting inter¬ 
temporal allocation and retarding replcement investment. 

Four classes of assets are analyzed: appreciating (c.g., trees), full 
salvage, depreciating, and land investments. The tree investor’s rate 
of return after taxes is calculated and is found to rise with the lon¬ 
gevity of the tree, because of the deferral of tax liability. This holds 
even if cost write-off is deferred imtil maturity, and holds a fortiori 
if write-off is earlier or does not occur. 

For intertemporal tax neutrality, (a) initial capital costs must be 
deductible, to avoid taxing capital turnover; (b) unrealized appre¬ 
ciation must be taxed as it accrues, not waiting for cash realization, 
(c) write-off must synchronize with capital recovery. These changes 
make the income tax resemble the property tax, taking a fixed per¬ 
centage of the market value each year. This paper seeks to prove 
intertemporal neutrality mathematically. Interjurisdictional neutral¬ 
ity is not achieved, however, because capital emigrates. Only the 
land portion of the tax is neutral botli intertemporally and interjuris- 
dictionally. 
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The criteria for neutrality are extended to the full salvage and de¬ 
preciating asset classes. The case of the former is self-evident. The 
latter case involves finding a neutral depreciation path. This paper 
seeks to demonstrate mathematically that a path following present 
discounted value gives a neutral income tax. Again, like the property 
tax, it takes a fixed percentage of market value. 

The criteria for neutrality are applied to land. The income tax is 
neutral if land is not written off and if appreciation is taxed as it 
accrues. Since land caimot emigrate, it is neutral interjurisdictionally 
and intertemporally. Western Econ. Jour., Sept. 1967, 5(4), pp. 
308-23 (English). University of Wisconsin-Milwaukee, USA 

Goetz, C. J. Earmarked Taxes and Majority Rule Budgetary Pro¬ 
cesses. 

This paper suggests a rationale for earmarking in a multiperson, 
majority rule budgetary model. Under certain conditions, the only 
possible changes which yield gains to a majority may require logroll¬ 
ing between a subset of tlie majority coalition on t;ix changes and a 
subset of the majority coalition on expenditure choices. Since in 
general funds budgeting, taxes and expenditures are decided sep¬ 
arately, it constitutes a sub-optimi 2 Kition process wherein incentive 
to chisel and lack of enforceability make effective vote-trading less 
likely. By contrast, earmarking provides an enforceable “tie-in” be- 
tw'een the tax concessions and expenditure concessions which may 
be necessary to construct a tax-and-expenditure package with net 
benefits for a majority of the voters in the budgetary process. 

The “benefits” nature of many earmarked taxes is consistent with 
tlie theory outlined above, but tlie connection between the tax and 
the expenditure need not always be a direct one. 

The welfare implications of this explanation of earmarking must 
be interpreted with caution since majority gains must be compared 
with minority losses. From the positive standpoint, however, it is 
possible to explain earmarking’s common usage as a perfectly ra¬ 
tional device for coalition formation in a budgetary model where 
preference conflict exists. American Econ. Rev., March 1968, 58(1), 
English. Virginia Polytechnic Institute, USA 

Hakbekger, a. C. a Landmark in the Annals of Taxation. 

This paper assesses the Report of the Canadian Royal Commission 
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on Taxation, Its key recommendations are (a) the proposed integra¬ 
tion of the corporate and personal income taxes for Canadian share¬ 
holders, and (b) the proposed adoption of a comprehensive per¬ 
sonal income tax base, including capital gains, gifts and inheritances 
as income (with generous averaging provisions). The author ap¬ 
plauds these major recommendations, finding them far superior to 
the existing Canadian tax system on both allocative and equity 
groimds. He finds only minor flaws in the detailed appheation of the 
general tax principles on which the report is based, most of them 
reflecting changes that are less drastic than complete faithfulness to 
general principles would demand. 

The paper then explores the probable effects of the proposed 
changes upon interest rates and share prices in the Canadian capital 
market. This issue is important because if share price (relative to 
earnings) rise dramatically, there wiU be strong incentives for for¬ 
eign equity capital (both portfolio and direct) to flee from Canada, 
since the proposals do not grant to foreign capital the benefits of 
corporate-personal tax integration. The analysis is based on the em¬ 
pirically-supported assumption that the supply of foreign debt capi¬ 
tal to Canada is highly responsive to the Canadian-American inter¬ 
est rate differential. It is accordingly assumed the Canadian interest 
rates will probably not rise (relative to American rates) by more 
than one percentage point. 

It is then shown that equilibrium in the capital market will proba¬ 
bly not require the price of the typical share to rise by much more 
than 10 per cent, and may even fall slightly, although shares with 
particularly high or low payout ratios will experience greater price 
movements. The conclusion is reached that the transition to the pro¬ 
posed system can probably be accomphshed without serious transi¬ 
tional problems in the capital market. Canadian Jour. Econ.—Rev. 
Can. dCEcon., Feb. 1968, 1(1) Supp., English. University of Chi¬ 
cago, USA 

Horowitz, A. R. A Simultaneous-Equation Approach to tlie Prob¬ 
lem of Explaining Interstate Differences in State and Local Ex¬ 
penditures. 

Simultaneous-equation models are developed to explain interstate 
differences in the amount of public services provided by state and 
local governments as measured by state and local expenditures per 
capita and by the number of state and local governmental employ- 
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ees. It is hypothesized that the amount of public goods and services 
provided in a state is determined by the state’s &cal capacity, tax 
effort and need. 

Several models are considered. All include personal income per 
capital and a measure of tax effort based on a uniform tax burden 
distribution. Other variables incorporated are federal grants-in-aid 
and several demographic variables such as population size, popula¬ 
tion density, percent urban and percent nonwhite. 

The fact that state and local expenditures and federal grants-in- 
aid are mutually related is given explicit consideration in the simul¬ 
taneous-equation models. In one model, for example, expenditures 
per capita are assumed to be a fimction of personal income per cap¬ 
ita, the degree of income inequality, tax effort and federal grants- 
in-aid per capita. Since the amount a state receives in federal 
grants depends on such factors as the state’s fiscal capacity (in¬ 
come), the size of its population and the extent to which it spends 
its own funds on aided projects, it is hypothesized that federal 
grants-in-aid per capita are a function of personal income per cap¬ 
ita, population, and state and local expenditures per capita. The 
results indicate that when the effects of the other variables are held 
constant, federal aid has an income equalization effect—states with 
low levels of income receive somewhat more federal assistance. 

Tlie models developed explain about 86 percent of interstate 
differences in state and local expenditures, about 70 percent of inter¬ 
state differences in state and local employment and about 74 percent 
of interstate differences in federal grants-in-aid. Southern Jour. 
Econ., Jan. 1968, 34(3) English. Indiana University, USA 


HEixrwEXJL, J. C. Simulating the Macro-Economic Effects of the 

Carter Proposals. 

In order to estimate the macro-economic effects of tax structure 
changes as novel as those proposed by the Royal Conunission on 
Taxation, a number of assumptions must be made about how differ¬ 
ent sorts of behaviour would be influenced. This paper uses an ex¬ 
plicit (comparative statics, flow equilibrium) model to bring the 
necessary assumptions together so that the direct and indirect conse¬ 
quences of the proposals can be assessed. If all of the behavioural 
assumptions of such a model can be put in probabalistic fonn, then 
simulation experiments can be run to estimate the corresponding 
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probability distributions of major endogenous macro variables. The 
present paper concentrates on two main versions of the model. In 
the first, the likely increase in share prices is taken as determined 
outside the model, and the model is solved to see what the resulting 
pattern of aggregate demands would be. The second version looks to 
the longer term, in which the level of aggregate real demand is set 
by capacity rather than aggregate demand alone, and where share 
prices are determined within rather than outside the model. Both 
versions of the model are simulated to produce probability distribu¬ 
tions of consumption, investment (extractive and non-extractive, res¬ 
ident and non-resident), private savings, direct and indirect tax re¬ 
ceipts, trade and capital flows, interest rates, and several other varia¬ 
bles. Other versions of the model are set up and solved to show the 
consequences of some alternative assumptions about behaviour. Ca¬ 
nadian Jour. Econ.-Rev. Can. dEcon., Feb. 1968, 1(1) Supp., En¬ 
glish. University of British Columbia, Vancouver, Canada 


KirsLiNG, H. J, Measuring a Local Government Service: A Study of 

School Districts in New York State. 

Taking a sample of 90 school districts in New York State, the 
paper relates school district size and expenditure per-pupil to aver¬ 
age achievement score performance of all pupils in each district (by 
grade) as well as from six sub-sets of pupils stratified by occupation 
of parent. An attempt, necessarily imperfect, is made to account for 
differences in pupil intelligence by using pupil standard I.Q. test 
scores as an explanatory variable in the analysis. 

Findings were that size is either related to school district perfor¬ 
mance negatively or not at all, that the performance of children 
from the highest and lowest occupational strata were not related to 
school expenditure, and the performance of other pupils was 
strongly related to school expenditure only in school districts where 
the size was greater than 2000 pupils in average daily attendance. 
Rev. Econ. Stat., Aug. 1967, 49(3), English. Indiana University 


Lotz, J. R. and Mobss, E. R. Measuring “Tax Effort” in Develop¬ 
ing Countries. 

The question often arises whether there is scope for an increase in 
the level of taxation in a country as part of a stabilization program. 
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for the mobilization of resources to finance a development program, 
or for other purposes. A relevant consideration in answering this 
question is how the tax effort of the country compares with that of 
other countries in similar circumstances. 

This paper starts with a discussion of the various factors that 
should be considered in judging tax effort Since that ratio of a coun¬ 
try’s taxes to its gross national product (GNP) is a very crude mea¬ 
sure of its tax effort, an attempt is then made to formulate a slightly 
more meaningful index of tax effort in quantitative terms. 

This formulation takes account of differences in per capita income 
and the size of the foreign trade sector by regressing the ratio of 
taxes to GNP in individual countries on per capita income. The 
difference between the tax ratio estimated by this method and the 
actual tax ratio of individual coimtries is then used for tax-effort 
rankings. 

It is concluded that tax effort measured in this way has little 
meaning for developed countries. Hence, these countries are not 
considered in the latter part of the study. Inter. Mon. Fund Staff 
Papers, Nov. 1967, 14(3), pp. 478-99 (English, summaries in French 
and Spanish). International Monetary Fund 


Merries, A. H. Q. M. On the Choice of Optimum Income-Averag¬ 
ing Procedures Under the Carter Commission Recommendations. 

The Report of the Carter Commission contains two proposals for 
the spreading of tax liability—the income adjustment account, and 
the averaging of income over a five-year period. Total tax hability 
varies greatly according to the way in which a given receipt is 
treated. The author presents a systematic approach to the problem 
of maximizing the present value of an after-tax income, given the 
options which the Report assumes. Canadian Jour. Econ.-Rev. Can. 
d’Econ., Feb. 1968, J(l) Supps., English. Centraal Planbureau, 
Netherlands 


Mishan, E. J. a Proposed Normalisation Procedure for Public In¬ 
vestment Criteria. 

The development of criteria for public investment, over the years, 
seems to have found in favour of admitting and ranking public pro¬ 
jects by comparing the present discounted values of their streams of 
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returns and against comparisons based on the internal rate of return. 

The aim of this paper is to make explicit a normalisation proce¬ 
dure setting forth the conditions under which, alone, comparisons of 
investment streams by either criterion have equal economic signifi¬ 
cance. The resulting normalised investment criteria, whether based 
on internal rate of return or on present discounted value (and 
whether, witb this latter, benefit less cost or benefit-cost ratio is 
used), invariably produce the same ranking for any given set of in¬ 
vestment projects. One implication of this normalisation procedure is 
of particular interest: notwithstanding that future negative returns 
of an investment stream may produce more than one positive inter¬ 
nal rate of return as ordinarily defined, the economics of the normal¬ 
isation procediire entails a definition more apt to the concept of an 
internal rate and one yielding a unique value. 

Finally, the nonnalisation procedure puts us in a position to carry 
a stage further the technique proposed by P. O. Steiner (American 
Economic Review, 1959) for selecting a number of investment pro¬ 
jects, both public and private, to serve specific purposes. Econ. 
Jour,, Dec. 1967, 77(308), English. 


Modigliani, F. and Sutch, R. Debt Management and the Term 
Structure of Interest Rates: An Empirical Analysis of Recent 
Experience. 

This paper has two purposes. We first attempt to analyze theoreti¬ 
cally the manner in which the yield structure of interest rates ought 
to be affected by changes in the relative maturity composition of the 
outstanding national debt. For this purpose we outline the Preferred 
Habitat Theory of the term structure and its implications for the ef¬ 
fect of conventional debt management. Second, we use the theoreti¬ 
cal model as a basis for an extensive battery of empirical tests de¬ 
signed to uncover and estimate the effect of debt management on 
the spectrum of yields on U. S. Treasmy securities in the post war 
period. 

Our results imply that the structure of yields is not very respon¬ 
sive to variations in the age composition of tlie government debt, at 
least of the order of magnitude experienced in the period studied. 
Whether this result reflects a large responsiveness of both lenders 
and borrowers to differentials in expected returns and/or a high de¬ 
gree of substitutabihty between government and other debt, it sug- 



jgg jouTttol of Econotnic Abstfocts 

gests that the eflectiveness of debt management as a tool to influ¬ 
ence the yield structure may be rather limited. Jour. Pol. Boon., Aug. 
1967, 75(4-11), pp. 139-59 (English). Massachusetts Institute of 
Technology 

Mooke, a. M. The Carter Report: Some Misgivings. 

The great appeal of the recommendations is that neutrality and 
liorizontal equity would be almost completely served. There would 
be full loss offsets for everyone and almost all income would be 
taxed on the same basis, including gifts and bequests (outside the 
family) and capital gains (including those deemed realized at 
death) but excluding imputed rents from home ownership. The core 
‘package’ recommendations also include income averaging, reduced 
tax rates especially for married couples, a top marginal rate of 50 
percent which would be uniform with the corporation profits tax, 
and the conversion of profits tax for residents only into a withhold¬ 
ing tax. 

The last-mentioned proposal is criticized on the ground that no 
tangible gain would result to offset the considerable revenue loss. 
Since the unshifted portion of the profits tax has been capitalized, 
equity is not at issue. The expected gain takes the form of an increase 
in investment by Canadian companies due to the reduced cost of eq¬ 
uity capital which would result from the rise in share prices. But the 
separation of ownership from management renders the elasticity of 
investment almost zero. Moreover, an improvement in resource allo¬ 
cation cannot be claimed because there would be reverse-shifting, if 
any, only in industries dominated by Canadian-owned companies. 
There would be no reverse-shifting in tlie considerable part of the 
economy dominated by corporations controlled by non-residents nor 
in the foreign trade sector. 

The second most important economic effects of the Report’s rec¬ 
ommendations would follow from the reduction of the preferential 
treatment of the mining and petroleum industries. It is assumed that 
the problem is solely one of resource allocation. But most of the capi¬ 
tal of these industries is imported. The policy problem therefore 
concerns the terms on which govemment-owmed mineral wealth 
should be alienated. Canadian Jour. Econ.-Rev. Can. dEcon,, Feb. 
1968, 2(1) Supp., English. University of British Columbia, Canada 
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AfwscauvE, JR. A, The Carter Commission Report 

The Carter Commission Report is a landmark in taxation. It out¬ 
lines a comprehensive plan for tax reform, including income and 
sales taxation. The heart of the plan is a broadly based income tax, 
built around an accretion concept of income. Beyond the compre¬ 
hensive base, the Report recommends a new approach to the treat¬ 
ment of the family unit. Capital gains are to be taxed fully at death, 
and the corporation tax is to be integrated with the personal income 
tax. TTie Report expects the reform to increase the availability of eq¬ 
uity capital to Canadian corporations and to accelerate the growth 
of the Canadian economy. Canadian Jour. Econ.-Rev. Can. dEcon., 
Feb. 1968, J(l) Supp., English. Harvard University, Cambridge, 
Massachusetts, USA 


Nanjundappa, D. M. Trends in Resource Transfer from the Union 

to the States—A Case for Lesser Centralisation and More Flexible 

Scheme of Devolution. 

In this paper, the working of federal finance in India from 1952 to 
1966 is examined factually to reveal the magnitude of centralisation 
of resources, the degree of inflexibility in the existing distribution 
scheme and the States’ reliance on federal assistance, and their inac¬ 
tiveness to raise resources. Tlie author argues that States’ tax efforts 
may be given weightage in the share of devolution of central taxes. 
In his opinion, tlie divisible pool may be enlarged by incorporating 
corporation tax and import duties, and the minimum and maximum 
limits in respect of grants-in-aid may be set on considerations of the 
national average. He also suggests that, while lesser centralization 
and a more flexible scheme of devolution are imperative, an inde¬ 
pendent Commission should review the Union-State financial rela¬ 
tions. Indian Econ. Jour., Oct.-Dec. 1966, 14(3), pp. 353-70 (En¬ 
glish). Dharwar, India 


Naslund, B. An Effect of the New Tax on Common Stock in 
Sweden. 

The effect of taxes on risk taking in society has been dealt with by 
iifferent authors using various assumptions about how individuals 
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make decisions under risk. VsmSy the effert ol a linear Ox b stud- 
led and the results oMained indicate that risi tahng wjU mcrease as 

a lesruU of J higher tax. _ 

An iinalvsh of the effect of the new tax on common stOCK in Swe¬ 
den poses some new theoretical problems. (1) The tax is a combina¬ 
tion of a linear tax and an excise tax. The effect of such a tax must 
be found. (2) Since the increased tax is imposed on the stock mar¬ 
ket alone, we have to treat investments in the stock market differ¬ 
ently than other assets, from the point of view of taxes. 

The analysis is made by using a quadratic utility function and 
maximizinc; expected utility. The major result Ls that investors who 
intend to hold tlieir assets during a relatively short period will leave 
the stock inaiket while those who intend to keep them during a rela¬ 
tively long period of time will move into the stock market. Swedish 
Jour. Econ., Sept. 1967, 69(3), pp. 196-208 (English). University of 
Stockholm 


Oah's, W. E. The Tlieory of Public Finance in a Federal System. 

Public economic activity is necessary, as Richard Musgrave has 
argued, to maintain full employment with price stability, to attain 
tlie optimal distribution of income and wealtli, and to achieve an ef¬ 
ficient allocation of resources. Tlie purpose of this paper is to inves¬ 
tigate just how the responsibility for realizing these goals should be 
divided among central and sub-central units of government in a fed¬ 
eral system. 

Tlie analysis suggests that both the stabilization and distribution 
functions of the public sector must be conducted primarily by the 
central government. The absence of control over the money supply, 
limitations on debt issues, and the “openness" of small economies 
greatly restrict the scope for effective stabilization policy at the state 
or local level of government. A simple model of a local economy, 
which incorporates flows of both commodities and financial assets, 
results in a balanced-budget multiplier of zero and a very small mul¬ 
tiplier for debt-financed expenditures. In addition, state and local 
governments are constrained from aggressive redistributive programs 
by the mobility of individuals and business enterprise; attempts, for 
example, by a local government to redistribute income to poorer res¬ 
idents will results in an exodus of the wealthy. 

The economic case for federalism is found in the problem of 
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eBdeat resource allocation. In an “idear federal model, an individ¬ 
ual cliooses that community which provides the fiscal package of 
public services and taxes best suited to this tastes. However, public 
action to correct for externalities between communities and to coor¬ 
dinate local tax structures will generally be necessary to avoid serious 
inefficiencies in a federal system. Canadian Jour. Econ. (Rev. Can. 
JEcon.), Feb. 1968, J(l), English. Princeton University, USA 

Reubeb, G. L, and Boden, R. G. On Estimating the Effect of the 

Carter Commission's Recommendations on Domestic Savings. 

The Report of the Royal Commission on Taxation (Carter Re¬ 
port) suggests that its recommendations will result in only a small 
reduction in private savings. On the basis of 1964 data and tax laws, 
the Report indicates that personal savings would have been about 
$135 millions less than they were had the Commission’s proposals 
been in effect in 1964. The purpose of this paper is to re-examine 
this conclusion in the light of two features of the Report’s recom¬ 
mendations: (a) the redistribution of the tax burden implied by the 
recommended changes in the taxation of personal income; and (b) 
the integration of the corporation and personal income tax. 

Because of a lack of empirical evidence on the marginal propen¬ 
sity to consume and saving for various income classes, it is not feasi¬ 
ble to estimate the effect of the change in the redistribution of the 
tax burden very satisfactorily. Nevertheless, using a slightly different 
method and somewhat different assumptions from those employed in 
die Carter Report we arrive at much the same estimates as the Com¬ 
mission based on data for 1964. 

Three effects of the tax integration proposal are distinguished: a 
wealth effect, an interest rate effect, and an information effect. Esti¬ 
mates are made of what the size of each effect upon personal sav¬ 
ings would have been had the Commission’s proposals been in effect 
in 1964. Taking these three effects on tax integration into account as 
well as the effects of redistributing the tax burden we conclude that 
had the Carter proposals been in effect in 1964 total personal sav¬ 
ings in Canada would probably not have been more than $200 mil¬ 
lions below the level which they actually were; and the difference 
might well have been considerably less. At the same time, our esti¬ 
mates yield figures of the reduction in savings which are marginally 
higher than the Carter Commission’s estimates and which suggest 
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that the Commission may have slightly under-estimated the effect of 
its recommendations on priviate savings. Canadian Jour, Econ.'Rev. 
Can. (TECon., Feb, 1968, J(l) Supp., English. University of West¬ 
ern Ontario, London, Canada. 

Revtglio, F. The Social Security Sector and its Financing in De¬ 
veloping Countries. 

This paper considers tlie growing importance of the social security 
sector in developing economies and the impact of various social se¬ 
curity financing methods. 

In the large group of developing countries studied, an average of 
one tenth of the population (including dependents) was covered by 
some social secnuity programs. Recent social security receipts ex¬ 
ceeded 1.9 per cent of gross national product in 16 developing coun¬ 
tries, ranging up to 12.6 per cent, comparable with the highest level 
in developed countries. Social security payments in 22 developing 
countries considered, generally less than recepts, ranged between 0.4 
and 42.0 per cent of government cvirrent expenditures, exceeding 10 
per cent in 13 developing countries. In 19 developed countries, the 
range was 16.5 to 52.7 per cent. 

Most developing countries have adopted the provident fund or 
the insurance metliod of financing, based on payroll taxes paid 
jointly by employees and employers. Few use wholly the social 
method (direct government financing), which does not seem equita¬ 
ble imder limited programs (industrial and government workers) 
and regressive tax systems. Government payments from general 
revenues (including contributions as employer) exceeded 29 per 
cent of social security receipts in half of 31 developing countries and 
46 per cent in one sixth. These payments averaged over 5 per cent 
of current government expenditures in 9 countries, ranging up to 
16.6 per cent. As a result of budget deficits and inflation, several gov¬ 
ernments, mainly Latin American, became delinquent in social secu¬ 
rity payments. 

Payroll taxes ranged from 4.0 to 48.8 per cent of payroll, exceed¬ 
ing 12 per cent in half of the countries. Heavy taxes may cause de¬ 
linquency, particularly during inflation, but reasonable taxes exceed¬ 
ing payments may help check inflation. Though criticized as regres¬ 
sive, payroll taxes are politically feasible, income elastic, and sim¬ 
ple to collect. It is not evident that they preclude the levy of other 
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taxes. While the relative importance of social security taxes in the 
tax structure of developing countries appears to grow with per cap¬ 
ita income, the statistical relationship between social security taxes 
and indirect taxes suggest that high social security taxes are gener¬ 
ally accompanied by relatively low direct taxes and high indirect 
taxes. Inter, Mon. Fund Staff Papers, Nov. 1967, 14(3), pp. 500-40 
(English, summaries in French and Spanish). International Mone- 
.ary Fund 


Struyk, R. J. An Analysis of Tax Structure, Public Service Levels, 

and Regional Economic Growth. 

The purpose of this paper is to consider empirically two hy¬ 
potheses. The first simply states that regions with low taxes will 
grow more rapidly than others due to locational advantages. The 
second posits a positive relationship between the level of public 
services in an area and its rate of economic growth. At first glance 
these may seem to be contradictory; but due to uneven distribution 
Df federal and state expenditures and grants in aid, it is not neces- 
;ary that taxes on the local level and public service expenditures be 
coincident. 

A standard linear regression technique was used to test the hy¬ 
pothesis for a sample of 50 cities of given size class. In testing the 
first hypothesis cross sectional, first differences and percentage 
changes of local and state, sales and gross receipts, and “other” taxes 
were regressed on the first differences and percentage changes of 
local income, population, and a measure of population adjusted for 
ncome, which were the indicators representing regional growth, 
^ive measures of public service levels were regressed on the same 
growth indicators including one which accoimted for local, state, 
and federal expenditures in the area. 

The inverse relation between tax levels and growth was .substan¬ 
tiated for the local property tax and total state tax. The results of 
ests for the second hypothesis were much less clear. The findings 
aere definitely did not support the statement that a significant, posi¬ 
tive relationship exists between regional economic growth and the 
evel of public services in that region a.s measured by the various 
forms of expenditures. Jour. Regional Science, Winter 1967, 7(2), 
op. 175-83 (English). Washington University, St. Louis, USA 
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International Economics 

Alves, J. Progress Toward Uoiformity in Balance of Payments 

Presentation. 

A standard form for balance of payments presentation was a con¬ 
cern of the League of Nations Secretariat from its early days; this 
responsibility was inherited by the International Monetary Fund. 
Before 1939 the League Secretariat reUed on the existence of a stan¬ 
dard reporting schedule, distributed to all member countries, to en¬ 
courage the movement toward the compilation of balance of pay¬ 
ments statistics imder uniform headings. But the degree of imifor- 
mity achieved was insufiBcient for easy international comparisons, 
and the League, at the end of its existence had prepared recommen¬ 
dations for standard concepts and definitions for use by balance of 
payments compilers. Their recommendations have been incorpo¬ 
rated with some modification in the Fund’s Balance of Payments 
Manual. 

Since every member country of the Fund accepts an obligation to 
report balance of payments statistics regularly, and the Manual pro¬ 
vides the form for the reports, there has been a strong influence to¬ 
ward uniform presentation, not only for the figures provided to the 
Fund but also for nationally published balance of payments statis¬ 
tics. Numerous minor divergences from the standard presentation re¬ 
main, even in tlie figures that the Ftmd publishes in its Balance of 
Payments Yearbook, but the Yearbook presentation does provide 
figures under standardized headings that are broadly comparable 
from coimtry to country. 

Given the existence of internationally comparable statistics, it has 
become possible to construct meaningful statements for areas or for 
the whole world by aggregating the figures given in individual 
countries’ balance of payments statements. Inaccuracies will result 
from the gaps in the list of countries that should be included—no data 
are available from the U.S.S.R, or from Mainland China, for exam¬ 
ple—as well as from differences in the way the available figures have 
been classified by individual coimtries. Aggregation is gradually be¬ 
coming more rewarding as the classification of the figures given in 
the Yearbook is improved and as additional statistics are published 
for countries not previously covered. Inter. Mon. Fund Staff Papers, 

164 



Subjects 165 

Nov. 1967, 14(3), pp. 541-70 (English, sununaries in French and 
Spanish). International Monetary Fund. 


Amuzegah, J. International Liquidity: Meaning and Significance for 

the Haves and the Have-nots. 

This article discusses the significance of international liquidity 
problem of the “haves’ and “have-nots’ with reference to three issues: 
the magnitude and adequacy of international liquidity now and in 
the near future; the involvement of different countries in the crea¬ 
tion and use of needed additional reser\’es; and the appropriate 
ways and means of effecting necessary changes in the present world 
payments and reserve system. Special attention has been given to 
the plight of developing countries. The author suggests that any 
world currency system is likely to make some concession to the de¬ 
mands of the Tiave-not’ countries, which can be again classified into 
the reserve currency countries and the real “have-nots’. Although the 
development needs of the “have-nots’ cannot altogether be ignored 
in solving the world liquidity problem, no “radical’ schemes may ap¬ 
pear in the foreseeable future; there will, in all probability, be a cau¬ 
tious extension of the existing instruments, functions and institutions. 
Indian Econ. Jour., Oct.-Dec. 1966, 14(3), pp. 338-52 (English). 
Washington, DC 


Balogh, T. Multilateral v. Bilateral Aid, 

It is argued that, since for political as well as balance of payments 
reasons donor countries will be willing to give more aid on a bilateral 
basis than they would be on a multilateral basis, a shift towards a 
higher proportion of multilateral aid would only be desirable if the 
reduction in quantity was more than compensated for by a substan¬ 
tial increase in effectiveness. It is suggested that the assumption 
made by critics of bilateral aid, that changing to a multilateral basis 
would automatically lead to a great increase in effectiveness, is not 
|ustified, as it ignores major weaknesses in the way in which multila¬ 
teral aid is in practice administered. The paper outlines improve¬ 
ments in the organisation of the Agencies concerned with multila¬ 
teral aid at country and regional level, and in recruitment and train¬ 
ing of their representatives, that could lead to an appreciable in¬ 
crease in effectiveness, and also commends two recent innovations in 
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the administration of aid by the U.K.—the establishment of the Min¬ 
istry of Overseas Development with a strong economic p lannin g 
staff, and the use of interest free loans. Oxford Econ. Papers, Nov. 
1967, NS, 19(3), pp. 323-40 (English). Balliol CoUege, Oxford 

Babdhax, P. K. International Trade Theory in a Vintage-Capital 
Model. 

Tliis paper contains an analysis of the pattern of comparative ad¬ 
vantage in a model of growing international economy where inter¬ 
country productivity differentials are affected by, among other 
things, differences in economic life of machines in different coim- 
tries. Econotneirica, Oct. 1966 34(4), pp. 756-67 (EngUsh). Massa¬ 
chusetts Institute of Technology 


Brmc.ABD, H. External Impact on Economic Development. 

This lecture on some problems arising from the international eco¬ 
nomic relations of developing countries, delivered in a developing 
country aims at giving a concise compendium of the principal prop¬ 
ositions and findings of recent international trade theory. Particular 
emphasis is laid on the importance of pulling together commercial 
policy, foreign exhange policy and fiscal policy (internal taxes and 
subsidies) in a comprehensive scheme which was qualified by 
Harry H. Bell, Research Director of the UNCTAD, as a ‘unified 
theory of protection’. In fact, the author, who is working in the 
praxis of international monetary and financial questions but likes 
personally to make ‘excursions’ to international trade theory and 
public finance, felt compelled to break down the artificial compart- 
mentalization between the various sub-disciplines of political econ¬ 
omy. A first attempt of this kind nece.ssarily cannot go down into all 
details and necessarily rests to be completed. 

On this conceptual background the paper deals with the influence 
of inflation on development, fixed versus floating rates, tariff argu¬ 
ments, tire attempt to construct a scientific tariff, the costs of self suf¬ 
ficiency, the combined net effective rate of protection, quantitative 
restrictions and monetary trade bia.sing, the question whether import 
restriction or export promotion, invisibles in a unified theory of pro¬ 
tection, capital movements and multiple exchange rates, the influ¬ 
ence of the taxation system on relative prices and exchanges and last 
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but not least the skeleton of a typical reform program. Admittedly, 
in praxis there will be long difficulties concerning the application of 
the projected scientific system of protection as long as no one seems 
to have elaborated a satisfying empirical method in which tariffs, ex¬ 
change rates and fiscal instruments are all expressed in terms of 
comparable units on a comparable scale. But does this matter? 
Praxis will follow theory. Kyklos, 1967, 20(4), pp. 886-905 (En¬ 
glish). EWG Briissel and University of Saarbriicken 


CoRDEN, W. M. Protection and Foreign Investment. 

This article discusses the relationship between tariff protection 
and foreign capital inflow. It is theoretical but is written with special 
reference to foreign investment in Australia. The first question is 
whether protection of import-competing industries encourages capi¬ 
tal inflow. It is shown that, bearing in mind the adverse effects of 
protection on the export industries, the answer is not clear cut. It is 
assumed that foreign capital is “sector-specific.” The remainder of 
the paper is welfare economics. A long section discusses the issue of 
the optimum taxation of foreign investment, taking into account ex¬ 
ternalities, the usual “optimum tax” argument, the need to raise 
revenue, the level of taxes on domestic capital, monopoly in the for- 
eign-owned industries and the implications of double tax and tax 
credit arrangements. Then the role of tariffs as second-best taxes or 
subsidies on foreign capital is discussed. The final section assumes a 
given tariff structure or .system and considers the effects of this on 
the gains or losses from foreign investment. It is shown that a non- 
optimnm tariff system may cause a social loss from capital inflow. 
The first-best remedy is to improve the tariff system, and the 
second-best to tax or control capital inflow. Econ. Record, May 1967, 
43(102), pp. 209-32 (English). Australian National University, Can¬ 
berra 


Dixon-Fyle, S. R. Economic Inducements to Private Foreign Invest¬ 
ment in Africa. 

African governments rely increasingly on economic incentives 
usually codified in investment laws and regulations for accelerating 
the inflow of foreign private funds. In this area of development pol¬ 
icy, policy-without-theory has become the normal way of operating. 
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The complexity of relations between fiscal incentives and investment 
decisions needs more explicit recognition. The appropriateness of an 
obstacle—removal strategy in investment attraction policy seems 
highly questionable. How important are profit maximisation and 
capital appreciation as determinants of investment behaviour of di¬ 
rect inve.stmt'nt firms? Do incentives favouring profit maximisation- 
corporate income tax reliefs and accelerated depreciation conces¬ 
sions—necessarily lead to more new investment or rc-investment? 

A variety of empirical data including some results from 
mterview/questionnaire type investigations is brought together into 
a behavioural analysis of foreign investment decision processes 
which emphasises primary motivation. Investment responses are 
seen to depend critically on the size of foreign holdings, type of op¬ 
eration, liquidity position, geographical location, the form and sig¬ 
nificance of operating objectives, and on specific features of the Afri¬ 
can economic environment. Indiscriminate, generahsed ex ante in¬ 
centives may simply fail to impress particular investors. A much 
higher degree of personalisation of incentives according to observed 
behaviour characteristics is recommended. 

Tlie case for harmonisation of incentive legislation on a regional 
nr sub-regional basis, generally regarded as a major objective of re¬ 
gional industrial co-operation, is examined; in particular the effects 
of harmonised incentives on the inflow and intra-regional allocation 
of foreign investment funds, four. Devel. Studies. Jan. 1968, 4(2), 
English. 


Egle, W. P. The Problem of Balance of Payments Discipline; in 

General and in Regard to tlie United States. 

Advocates of automatic adjustment mechanisms appear to have a 
simple solution for the problem of balance-of-payments discipline, 
be it in the form of floating exchange rates (automaticity of the 
“market” forces), or in that of built-in corrective devices reacting 
mechanically against external imbalances on the basis of a set of 
rules eliminating discretionary procedures. Such devices could be ei¬ 
ther monetary (historical example: the “automatic” gold standard) 
or fiscal, or a combination of monetary and fiscal arrangements. The 
formulation of floating exchange rates is currently favored by only a 
few experts, and that of centrally built-in mechanisms has practi- 
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cally no serious support For the tEme being, the function of disci¬ 
pline is entrusted to discretionary procedures. 

Owing to the general adherence to stability of exchange rates, the 
problem of proper adjustment policy leads directly into that of 
proper reserve endowment. The main formula for obtaining a de¬ 
sirable measure of discipline appears to be the avoidance of either 
too ample or too scarce reserves, and/or international credit availa¬ 
bility. TTie current controversy about adequacy or inadequacy of the 
present international monetary system shows that an answer to this 
problem has not yet been found. 

The case of the protracted American external deficit poses particu¬ 
larly complex aspects of the discipline problem in that for many 
years after World War II a set of overriding foreign policy objec¬ 
tives of the United States’s government furnished a plausible reason 
for not attempting a removal of the deficit. More recently (since the 
late fifties), however, the achievement of these objectives, and also 
the changed natme as well as the increased magnitude of the annual 
deficits make a benevolent interpretation of American balance-of- 
payments policy highly questionable. WeltuHrtschapliches Archie, 
Sept 1967, 99(1), pp. 1-8 (English). University of Cindnnati, Ohio 

Ezekiel, H. and Patei., C. Fluctuations in Japan’s Balance of Pay¬ 
ments and the Role of Short-Term Capital Flows, 1959-66. 

Quarterly data for Japan’s basic balance of payments from 1959 to 
1966 show two cycles covering the eight-quarter periods 1961-62 
and 1963-64. During each of the four remaining years, there were 
movements of a primarily seasonal nature superimposed on a funda¬ 
mentally surplus situation. These seasonal movements consisted of a 
sharp adverse movement in the basic balance in the first quarter fol¬ 
lowed by a steady improvement during the remaining three quarters 
of each year. The normal seasonal pattern failed to emerge during 
the first half of each cycle and deficits persisted throughout 1962 
and 1964. In the second half of each cycle, the seasonal pattern ap¬ 
peared in an exaggerated form as the basic balance improved from 
quarter to quarter. The authorities adopted restrictive monetary pol¬ 
icies around the third quarter of each cycle and tightened them fur¬ 
ther in the fourth and fifth quarters. The recovery began during the 
sixth quarter of each cycle and was completed by the eighth quar- 



170 Journal of Economic Abstracts 

ter. In each period, monetary policies were eased from the seventh 
quarter of the cycle. 

A strong inverse relationship existed during 1959-66 between the 
basic balance and short-term capital flows due to the combined in¬ 
fluence of Japanese patterns of trade financing and the various pol¬ 
icy instruments used to influence short-term capital flows. As a result 
of this remarkable inverse relationship, the fluctuations have been 
much smaller in the over-all balance than in the basic balance. 
Short-term capital flows have thus played a stabilizing role in the 
Japanese balance of payments. 

On the basis of partial data and other available evidence, the 
paper suggests that the two cycles which occurred during 1953-59 
probably covered the eight-quarter periods 1953-54 and 1957-59, 
whereas primarily seasonal movements probably occurred during 
the years 1955 and 1956. Inter. Mon. Fund Staff Papers, Nov. 1967, 
14 (3,)pp 403-32 (English, summaries in French and Spanish). In¬ 
ternational Monetary Fund 


Frevert, P. a Theoretical Model of the Forward Market, Part II: 

Aggregate Behavior. 

Forward and spot market excess demand conditions are developed 
by linear aggregation over the individual behavior relations. Then 
equilibrium and stability conditions are derived for the case of the 
foreign exchange market, and policy implications are stated. Finally 
the assumptions of the model are altered somewhat in order to study 
markets such as those for agricultural commodities. In this case sta¬ 
bility conditions are produced under the assumption of adaptive 
e.xpectations. Inter. Econ. Rev., Oct. 1967, 8(3), pp. 307-26 
(English). 


Grubex, H. G. and Johnson, H. G. Nominal Tarifl^s, Indirect Taxes 
and Effective Rates of Protection; the Common Market Countries 
1959. 

This paper contributes to the stock of knowledge about effective 
rates of tanff protection by examining the tariff structures of the in¬ 
dividual Common Market Countries in 1959, using a new set of na- 
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tional input-output tables in the estimation of efFective protection 
rates; its main novelty is a theoretical analysis and a set of empirical 
measurements of the influence of excise taxes on the protective 
structure. 

Part One of the paper analyses the rates of protection found by 
the use of national production coeflBcients, adjusted for tariff and ex¬ 
cise tax payments. In Part Two we present estimates of effective 
rates of protection based on calculations of what domestic value 
added would be without excise taxes on inputs and outputs, these 
estimates show that the result of the interaction of excise taxes with 
tariffs is substantially to reduce the effective protectiveness of na¬ 
tional tariff systems with respect to across-the-board changes in 
nominal tariff rates; this exercise both serves as an indicator of the 
possible influence of meaurement errors on our results, and throws 
some light on the probability of an equitable outcome from the tar¬ 
iff-bargaining procedures adopted on the Kennedy Round. 

We found that the protectiveness of German and Dutch tariff 
structures varies much more widely for a given across-the-board 
change of nominal tariffs than do the structures of France, Italy, and 
Belgium. As a result, equi-proportional mutual tariff cuts will have 
widely disparate effects on national levels of protection. Econ. Jour., 
Dec. 1967, 77(308\ English. The University of Pennsylvania, USA; 
The University of Chicago, USA; London School of Economics, 
England 


Guadacnoli, L. G. Tlie Role of Medium Term Export Gredit 

Guarantees and Insurance in Financing Foreign Trade. 

Tliis article explains the development, principles of operation and 
significance of government-sponsored medium term export credit 
guarantees which now exist in most of the advanced industrialized 
countries. The guarantees protect capital-goods exporters against 
commercial risks (insolvency and protracted default), and espe¬ 
cially against political risks (inconvertibility, cancellation of import 
licence, war, expropriation and like political risks) on trade credits, 
generally with maximum credit period of five years, extended to ov¬ 
erseas customers. 

Developing countries are important markets for sales of machin¬ 
ery and equipment by the industrialized countries. Because of the 
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shortage of domestic and foreign long-term loans and investments, 
buyers in developing countries very often demand trade credit as a 
condition of purchase. However, in view of the political risks which 
prevail in many of the developing countries, governments of the in¬ 
dustrialized countries have found it necessary to establish guarantee 
programs to encourage their exporters to offer medium term credits 
when necessaiy to make sales. 

It is concluded that export credit guarantee programs are now a 
prevalent and significant means for increasing export sales of capital 
goods by tlie major industrialized countries, and that they appear to 
be a sound and desirable form of commercial policy, since they en¬ 
courage the use of private capital and are generally self-supporting, 
with the cost of the programs paid for by rates charged users. South¬ 
ern Econ. Jour., Jan. 1968, 34(3), English. Export Import Bank 
of Washington, USA 

Harhod, R. F. Assessing the Trade Returns. 

This article seeks to develop a technique for getting an improved 
analysis of trends in the external merchandise balances of countries; 
it relates specifically to the U.K., but should be relevant to the ex¬ 
perience and problems of other countries also. It presents a rough- 
hewn model, which should be capable of being chiselled to a more 
exact outhne by massive work on trade statistics. 

Ihe model divides imports with three categories, viz. (i) those 
the growth in which is a function of tlie growth of domestic indus¬ 
trial production, (ii) tliose having their own autonomous growth 
rates, and (iii) those that are a function of tlie country's competi¬ 
tiveness. Imports of categories (i) and (ii) are called “required” im¬ 
ports. 

Tlie concept of net exports is next introduced. This consists of ex¬ 
ports less category (iii) imports. Net exports reflect the country’s 
competitiveness. Leaving aside changes in non-merchandise current 
items and capital flows, a country is in dynamic equihbirium if net 
exports grow in the same proportion as required imports. It is in full 
growth equilibrium, if the postulated growth of category (i) im¬ 
ports is that required when the domestic economy is growing at its 
optimum rate. 

To use the tools, it is necessary to discover the functional relation 
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between the growth of industrial production and category (i) im¬ 
ports. This presents a difficult problem for the U.S. owing (i) to the 
large changes in the growth of industrial production from year to 
year in the last dozen years and the irregular lags between changes 
in industrial production and imports of industrial materials, and (ii) 
to large variations in stock building. After having experimented with 
many different methods of calculation, the author presents his con¬ 
clusion that the relation is approximately 1:1, for every IX increase 
in industrial production, a IX increase in the import of industrial 
materials is required. 

Gross U.K. exports have been growing sufficiently to finance a full 
growth increase in required imports plus a proportionate growth in 
category (Hi) imports. But “net exports” have not grown nearly suf¬ 
ficiently, which suggests that the failure of U.K. competitiveness has 
been more marked in the U.K. home market than in overseas mar¬ 
kets. Econ. Jour., Sept. 1967,77(307), English. 


Hughes, H. Austrab'ans as Foreign Investors: Australian Investment 

in Singapore and Malaysian Manufacturing Industries. 

Direct Australian investment in Singapore and Malaysian manu¬ 
facturing is not large, but it throws some light both on Ae nature of 
duect investment abroad and on the problems of an entrepot manu¬ 
facturing economy. The reasons which led Australian producers to 
invest, or not to invest, were studied in Australia, and the enterprises 
associated with Australian firms were then interviewed in Singapore 
and Malaysia. The prospect of a growing market was the most im¬ 
portant factor in the Australian entrepreneurs’ decision to invest, 
while the attractions of pioneer status and industrial estates were 
marginal. The majority of Australian firms were happy to invite local 
investors to join them, but with the exception of joint-venture par- 
terships local investors rarely had much influence on the conduct of 
the associated enterprise. Australian firms tended to choose modem 
production techniques because they were the most economic, they 
contributed technical skill and training, but the quality of their 
management was not always high. They did not restrict the asso¬ 
ciated companies’ sources of raw materials or desire to export Prob¬ 
ably their greatest contribution was their familiarity vrith relatively 
small scales of production suited to the Singapore and Malaysian 
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markets. Australian Econ. Papers, Jime 1967, 6(8), pp. 57-76 (En¬ 
glish). Australian National University 


Johns, B. L. Private Overseas Investment in Australia: Profitability 

and Motivation. 

The estimates presented in this paper indicate that the average 
rate of profit obtained on private overseas direct investment in com- 
pames in Australia has fallen shaqrly during the ten years since 
1955-56. It is suggested that one important reason for this lies in in¬ 
creased competition between foreign-owned firms, particularly in 
the mofor-veliicle and petroleum refining industries. Other contribu¬ 
tory factors have been the greater industrial diversification of for¬ 
eign subsidiaries, the virtual elimination of quantitative import con¬ 
trols in 1960, and a rise in tlie proportion of foreign enterprises 
which have recently commenced operations in Australia. Despite 
their fall in profitabilitj', overseas companies still had an average 
earning rate iu 1964-65 which was approximately equal to that of 
Australian-owned firm.s. 

The motives for overseas investment arc examined. The overall 
net profit rates of United States corporations with subsidiaries in 
Australia are generally higher than those of other U.S. companies of 
.similar size. However, this is attributable to differences in industrial 
composition. Average profit rates in U.S. industries tend to be 
closely associated with average (company financed) research and 
development expenditures per employee. Thus the hypothesis is ad¬ 
vanced that technological leadership and the extent of R and D ex¬ 
penditure are important factors in inducing U.S. firms to set up 
manufacturing subsidiaries abroad. It is shown that British invest¬ 
ment in manufacturing enterprises in Austrafia has been more “de¬ 
fensive” in character, partly arising from trade restrictions on British 
exports, particularly the import quotas which were operative during 
the 1950s. The available evidence suggests that British subsidi.iries 
in Australia generally earn a lower rate of profit than their parent 
companies, even seven years or more after their initial establish¬ 
ment. The paradox of a high rate of British private investment in 
Australia and yet a relatively lower rate of return from this invest¬ 
ment abroad, is explained in terms of the defensive nature of much 
of the capital inflow from Britain. Econ. Record, May 1967, 43(102), 
pp. 233-61 (English). University of Newcastle 
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Johnson, H. G. The Possibility of Factor-Price Equalisation when 

Commodities Outnumber Factors. 

In an earlier article A. H. Land argued that the introduction of a 
third good in the two-by-two-by-two model may narrow the range 
of endowment variation consistent with factor price equalisation and 
produce a wider variation of factor prices under free trade than 
with self-suflSciency, and that in general, the more commodities the 
less the likelihood of factor price equalisation. 

It is shown, using the traditional geometry, that these contentions 
are incorrect, and rests on ignoring restrictions imposed by the fixity 
of factor supplies and by demand conditions. Additional commodi¬ 
ties can only widen the range of endowment variation consistent 
with factOT price eqnafisation, or increase the probability of equali¬ 
sation given the endowments. Free trade cannot drive factor prices 
farther apart than they would be with self-sufficiency. At most, the 
introduction of another good might prevent the tendency to factor 
price equalisation from going as far as it might in the two-good 
model, by preventing complete specialisation in one country. In gen¬ 
eral, the more commodities there are relative to factors the more 
likely is factor price equalisation. 'Economica, NS, Aug. 1967, 
34(135), pp. 282-88 (English). The London School of Economics 

Jones, D. The Commonwealth Sugar Agreement and the European 

Economic Community. 

Cane-sugar is unique among tiopical crops in that a perfect substi¬ 
tute can be produced in temperate climates. It is not widely realised 
outside the sugar trade that approximately half of the world’s sugar 
is produced from sugar-beet, and that several European countries 
are sugar exporters. Not only has this pre-empted the former mar¬ 
kets of the underdeveloped countries exporting cane-sugar, but sub¬ 
sidised and ‘dumped’ exports have also encroached on their remain¬ 
ing markets. 

Because of the unique situation of sugar and the unsati-sfactory 
nature of the free market, Britain’s candidature for the European 
Economic Community poses great problems for the Commonwealth 
sugar producers. These at present enjoy an unusual form of prefer¬ 
ence on the United Kingdom market, by virtue of the Common¬ 
wealth Sugar Agreement. 

This article studies the three systems of sugar control that would 
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be a£Fected by U.K. entry into the E.E.C.: the Commonwealth Sugar 
Agreement; the controls governing the United Kingdom’s domestic 
sugar Industry; and the E.E.C.’s arrangements for a common market 
in sugar. It then examines the probable eflFects of the accession of 
the United Kingdom to the E.E,C., and concludes that: 

The E.E.C. sugar policy is an example of highly developed coun- 
tries combining to appease domestic pressure groups at the expense 
of underdeveloped countries. . . . Acceptance of this system by the 
United Kingdom on almost any plausible terms has no advantages 
for the United Kingdom, will be Wghly detrimental to the Common- 
wealtli countries in the Commonwealth Sugar Agreement, and since 
it \vil] direct Commonwealth sugar from the United Kingdom mar¬ 
ket to the free market, will drive down prices on that market to the 
detriment of other free-market producers.’ 

Following on the discussion of the three systems of sugar control, 
there is an Appendix on the theoretical aspects of maximising profits 
of farmers witli a system of production quotas. Bull. Oxford Inst. 
Econ. ir Stat., Aug. 1967,29(3), pp. 211-32 (English). 

Joseph, R. A. and Weaveix, J. H. United States Import Quotas and 

Underdeveloped Countries. 

This is an attempt to measure the impact of U.S. quotas, in effect 
in 1964, on the underdeveloped countries. This involved quotas on 
petroleum and petroleum products, sugar, lead and zinc, cotton tex¬ 
tiles, cotton, wheat, stainless steel, flatware, certain dairy products, 
and peanuts. 

In order to assess the impact of quotas on underdeveloped coun¬ 
tries' dollar earnings we have established two tests. First, was the 
quota 90 per cent or more filled? Secondly, did the restricted item 
account for as much as 2.5 per cent of the exporting country’s dollar 
earnings? Some 42 underdeveloped countries exported items in 1964 
which were subject to U.S. quotas and which were restrictive by our 
definition. 

The U.S. established such small quotas on agricultural commodi¬ 
ties such as wheat, peanuts, and dairy products that they did not 
constitute significant items in any underdeveloped country’s dollar 
earnings. Of the other quotas, the ones which had the most impact 
on dollar earnings were those on petroleum and sugar. Lead and 
zinc, and textile quotas also had significant impact according to our 
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tests. Indian Econ. Jour., Jan.-March 1967, 14(4), pp. 440-52 (En¬ 
glish). Washington, DC 

Kemp, M. C. Notes on the Theory of Optimal Tariffs. 

It is widely believed that, in the two commodities case, the opti¬ 
mal tariff must be non-negative. It is shown that this is not so (a) 
when the trading partner imposes a tariff, (b) when the trading part¬ 
ner experiences strongly increasing returns, (c) in the presence of 
unUateral payments between trading partners, (d) in the presence 
of factor market imperfections abroad, and (e) when the tariff- 
imposing country also imposes sales or excise taxes. Econ. Record, 
Sept. 1967, 43(103), pp. 395-404 (English). University of New 
South Wales 

Komiya, R. and Shizuki, T. Transfer Payments and Income Dis¬ 
tribution. 

The effect on income distribution of a transfer payment within a 
country between the owners of capital and the laborers is examined 
using a two-factor, two-community model similar to those used in 
the Heckscher-Ohlin-Samuleson theory of international trade. The 
welfare of the two groups is affected (i) directly by the transfer it¬ 
self and indirectly (ii) through the change in the price of commodi¬ 
ties they consume and (iii) through the change in tlie factor prices. 
The stabihty of the initial equilibrium is assumed. 

It is proved that when the transfer payment takes place within a 
closed economy, taking all three effects (i), (ii) and (iii) together 
tlie transferer becomes necessarily better off and the transferee 
worse off, in spite of the fact that the relative income share of the 
transferer may or may not decline and that of the transferee may or 
may not increase. On the other hand, when such an intra-country 
transfer payment takes place within an open economy, the above 
unequivocal conclusion does not follow. It is possible that the wel¬ 
fare of each group is affect in the opposite direction because of (ii) 
and (iii). It is also possible that both groups become better off or 
both groups worse off. The exact conditions under which the trans¬ 
ferer (transferee) becomes better (worse) off instead of worse (bet¬ 
ter) off are given. 

An appendix shows that in the case of income redistribution be- 
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tween two groups making up the entire population of a closed econ¬ 
omy, a group is better off after redistribution if and only if it can pur¬ 
chase the bundle of commodities it consumed before redistribution. 
Manchester School Soc. ir Econ. Stud., Sept. 1967, English. Univer- 
sit)' of Tokyo 


McKurram, L. VV. The Inversion of Cost Functions; A Coimter- 

Exainple. 

Tlie conjecture has been made that a set of n cost functions de¬ 
pending on n factor prices can be inverted to give the factor prices 
as functions of the costs provided only that the Jacobian of the cost 
functions is not zero over the relevant domain in the factor price 
space. This paper gives a counter-example to show that the conjec¬ 
ture is false if tlie relevant domain is taken to be the non-negative 
orthant. A general prescription is given for constructing counter-ex¬ 
amples for any value of n greater than tw'o and a numerical example 
is given for the case of n equal to tliree. Inter. Econ. Rev., Oct. 
1967,6’(3), pp. 271-78 (English). 


Melvuxe, L, G. Tariff Policy. 

This paper compares the views of the Australian Tariff Committee 
of 1927-29, expressed in the “Brigden Report”, and those of the Ver¬ 
non Committee wliich reported in 1965. 

The conclusion of tlie paper is that either the tariff policy outlined 
by the 1929 Tariff Committee or the general cost disability of the 
Vernon Committee would today provide us with suitable guidelines 
for tariff policy. Whatever differences there may be between the 
views of these tsvo Committees are of minor importance compared 
with the extent to which tariff policy has diverged from their recom¬ 
mendations. But if we are to follow the Vernon Committee we 
should not try to be precise in the calculation of the general cost 
disability. What is needed is a more moderate approach to protec¬ 
tion than we now have. Instead of providing more and more protec¬ 
tion to virtually whatever industries seek assistance, we should de¬ 
liberately select for assistance only the less costly ventures. 

The prospect that any of these guidelines will be followed does 
not at present seem good. The change would perhaps come about 
only if sponsored, or at least acquiesced in, by manufacturers. The 
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possibility of this may seem remote at present but eventually some 
manufacturers may come to realize that excessive protection is not 
in their own interests either because it raises their costs to such an 
extent that it is diflBcult for them to compete in export markets or 
because, through holding back increases in standards of living in 
Australia, it reduces the domestic demand for their output. Econ. 
Record, May 1967, 43(102), pp. 193-208 (English). Australian Na¬ 
tional University 

Moffatt, G. G. The Foreign Ownership and Balance of Payments 

Effects of Direct Investment from Abroad. 

The official welcoming of direct oversea investment in Australia 
was criticised by the Committee of Economic Enquiry (the Vernon 
Committee) as a policy which soon could result in foreign control of 
the major part of Australian private enterprises, with investment in¬ 
come payable overseas placing an increasing burden on the balance 
of payments. It is argued that the force of this criticism depends 
upon three main factors; (a) the rate of growth of locally-owned 
private enterprises; (b) the rate of direct oversea investment; and 
(c) the rate of return after-tax on the funds from abroad. These fac¬ 
tors are significant in the following way. Foreign ownership of local 
firms will increase if the rate of direct foreign investment is greater 
than the rale at which residents are investing in their private enter¬ 
prises; while income payable overseas on direct investment will re¬ 
main less than the annual inflow of such funds provided foreign di¬ 
rect investment is growing at a greater rate than the rate of return 
earned on foreign capital. The annual inflow of foreign funds can 
indefinitely remain greater than the annual outflow of income with¬ 
out the proportion of local enterprises foreign-ovvmed increasing if 
local investment in local firms is proceeding at a greater rate than 
the foreign direct investment and that the latter is higher than the 
rate of return on direct capital from abroad. 

Estimates were made of the three crucial rates, i.e., (a), (b) and 
(c) above, for the period from 1948-49 to 1963-64, adjustments 
being made for price level changes. If the values remain substan¬ 
tially unchanged, foreign ownership of Australian private enterprises 
would c'ontinue to rise but, unlike the Vernon Committee projection, 
tlie annual inflow of funds would remain greater than income pay¬ 
able overseas on direct investment. Australian Econ. Papers, June 
1967, 6(8), pp. 1-24 (English). Univ'ersity of Adelaide, Australia 
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Nagy, A. and Staht., J. The Optunal Volume of Foreign Trade and 

the Exchange Rate. 

This paper discusses a foreign trade optimization model, which 
minimizes domestic expenditures, subject to the conditions that both 
the export programs and the substitutable import programs belong 
to a convex set and that the net revenue from foreign exchange ex¬ 
ceed a prescribed limit. It considers the splitting of tihis question 
into two separate programming problems: one for export activities, 
and one for import activities and import substitution. The interrela¬ 
tions betw’een the optimal volume of foreign trade and the marginal 
exchange rate are shown. Econometrica, Jan. 1967, 35(1), pp. 
143-53 (English). Institute for Economic and Market Research, Bu¬ 
dapest 


Pearce, I. F. More About Factor Price Equalisation. 

The problem of finding conditions suflScient to ensure that inter¬ 
national trade will equalise factor prices resolves itself into one of 
finding the conditions on the set of feasible production techniques 
such that the mapping of factor price space onto commodity price 
space, defined by support functions to the technique set (cost func¬ 
tions), possesses an inverse. It is shown that support functions are 
defined and continuous over the domain of all factor prices leading 
to non-negative commodity prices and that a sufiScient, and near 
necessary, condition for the existence of an inverse is, that the Ja¬ 
cobian of the transformation should be defined and different from 
zero at each point in the domain. This condition is evidently much 
weaker than tlie Gale/Nikaido condition presently accepted as fun¬ 
damental. 

The idea of partial factor price equalisation, which might occur 
when full factor price equalisation is inhibited by specialisation, is 
precisely defined and discussed. It is shown that this again occurs 
wherever support functions possess an inverse. 

In an appendix the purely mathematical problem of finding an in¬ 
verse to any function, defined over any domain, is considered and the 
most general theorem stated. A reply to remarks by Professor L. 
McKenzie presents conditions both necessary and sufficient for the 
existence of an inverse to functions defined on a closed convex set, 
or any set having the fixed point property. 

A reply to Professor P. A. Samuelson's comments lays emphasis on 
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the fact that the approach raises no special problem regarding em¬ 
pirical testing of the theory. If the production techniques can be ob¬ 
served, so can the support function for the whole of the domain of 
definition. 

The general conclusion is that the condition for the existence of 
an inverse is \mlikely to be met and that we should not expect trade 
to equalise factor prices either totally or partially. Inter. Econ. Rev., 
Oct 1967,8(3), pp. 255-70 (English). 

Samuelson, P. a. Summary on Factor-Price Equalization. 

Two coimtries with identical technology and relative labor-land 
endowments sufficiently close together, will have dieir factor prices 
real wages and real rents) completely equalized by free trade if 
they end up producing, on strictly concave production-possibility 
frontiers, two goods in common. This standard result for the 2-good 
2-factor case can be generalized to the n-good n-factor case. How¬ 
ever, as was known since 1949, if the 2 goods change their factor 
intensities, the p-p frontier will become a straight line and lose strict 
concavity; hence, two countries whose factor endowments are far 
enough apart to be on different intensity-branches will have their 
factor-prices definitely unequal under free trade. A 1959 Economic 
Journal paper by I. Pearce had suggested that, in the n-good n-fac- 
tor case, the non-vanishing of the factor-intensity determinant that 
ensures strict concavity of tlie p-p frontier, would be a sufficient 
condition for there to be a imique set of factor prices that give rise 
to a given set of international goods prices. L. McKenzie long ago 
provided a counter example, showing that multiple solutions in 
terms of factor prices are possible even if, for aU positive factor 
prices, the factor-intensity determinant is one signed. (Thus, within 
a family of 3-good p-p frontiers, between two points that each lie on 
a strictly-concave surface but belonging to different factor-price 
branches, there need not be a surface that lacks strict concavity.) 

The present paper discusses, graphically and analytically, various 
sufficiency conditions for uniqueness, (diagonal-dominance, Gale- 
Nikaido positive principal minors, corrected 1953 Samuelson condi¬ 
tions, etc.), and expresses disinterest in the topological theorem of 
Pearce which claims that examples like McKenzie’s would, if ex¬ 
tended into some wider space of negative factor prices, result in a 
vanishing of the critical determinant. Inter. Econ. Rev., Oct. 1967, 
8(3), pp. 286-95 (English). Massachusetts Institute of Technology 
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ScrrovsKY, T. The Theory of Balance-of-Payments Adjustment 

The theory of payments adjustment is analyzed by comparing its 
working in interregional and international relations. The crucial 
difference is seen in the volume of assets fully mobile between the 
areas whose payments with each other are to be kept in equilibrium. 
Tire large vohune of interregionally mobile assets is seen to be the 
equilibrating factor in the short run in interregional payments rela¬ 
tions; and it also helps long-run adjustment, in the sense of making 
this less dependent on price changes and perhaps less dependent 
even on income changes. Jour. Pol. Econ., Aug. 1967, 75(4-11), pp. 
93-100 (English). OECD 


Stoll, H. R. An Empirictil Study of the Forward Exchange Market 

under Fixed and Flexible Exchange Rate Systems. 

This paper formulates and tests (for the U.S.-U.K. and U.S.-Can- 
ada markets) a simple model of the forward exchange market. We 
find d]at the evidence, by and large, supports the modem tlieory of 
forward exchange, which hypothesizes that speculative expectations 
as well as interest rate differentials determine the relation of the for¬ 
ward rate to the spot rate. Such a conclusion is, however, much 
more warranted in the case of the fixed exchange rate system of the 
U.K. where speculators receive a much greater weight than they do 
in the case of the predominantly flexible exchange rate system of 
Canada. 

The paper also shows that, both in Canada and in the U.K., sim¬ 
ple regression analysis does not support the traditional interest rate 
parity theory (IRPT). The slope coefficients and intercepts are sig¬ 
nificantly different from the theoretical expectations of 1 and 0. The 
differences on the coefficients of the interc.st rate differential term 
(r) found in the tests of the modem theory and in the tests of the 
IRPT are then reconciled. (For Canada, the IRPT coefficient of R 
was .80; the modem theory coefficient of R was .96. For the U.K., 
the IRPT coefficient of R was also .80, but the modem theory coeffi¬ 
cient of R moved to .60). This divergent movement is explained in 
terms of the recent foreign exchange history of Canada and the U.K. 
by analyzing the effects of mi.sspecifications—of leaving out the role 
of speculators in the IRPT. The difference lies in the fact that the 
U.K. insisted on maintaining an inflexible exchange rate whereas the 
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Canadian authorities insisted on maintaining (during the flexible ex¬ 
change rate period) an inflexible interest rate. Canadian Jour. 
Econ.-Rev. Can. dEcon., Feb. 1968, 1(1), English. University of 
Pennsylvania, Wharton Scliool of Finance and Commerce, USA 

Taplin, G. B. Models of World Trade. 

This paper reviews several approaches that have been used in the 
postwar period to study world trade. They can be labeled, for con¬ 
venience: (1) constant market share approach, (2) structure of 
trade models, and (3) transmission models. 

The constant market share approach assumes that each country’s 
share in the imports of the other countries remains constant. This 
method has been used extensively in studies of a country’s interna¬ 
tional competitive position. Structure of trade models include those 
by Tinbergen, Poyhonen, and Linnemann. 'These are cross sectional 
models in which trade between any two countries is determined by 
economic strength, market size, and transportation costs. As regards 
transmission models, Neisser and Modigliani, Polak, and Rhomberg, 
have constructed models designed to trace the impact of income 
changes, price variations, and other domestic factors on interna¬ 
tional trade. 

The survey evaluates these studies in light of the goal of having a 
model that will simultaneously determine the total imports and ex¬ 
ports of, and trade flows between, major trading countries and re¬ 
gions. 'This goal may require as many as 15 or 20 geographic classifi¬ 
cations and perhaps total trade will have to be subdivided into com¬ 
modity groups. It is seen in the survey that the constant share ap¬ 
proach permits the disaggregation desired but requires either total 
trade or one of the country flows to be predetermined. It is also too 
rigid to capture shifts of the share coefficients. Although the struc¬ 
ture of trade model also has tlie same degree of disaggregation as 
the constant share approach, it is an equilibrium model and the dis- 
aggregation is sacrificed when the model is adapted to the short run. 
Rhomberg’s model, the most recent of the transmission models, is 
able to capture shifts and changes and has been used with success in 
forecasting, but in his model the world is divided into only 3 geo¬ 
graphic groups. It appears the future work must be directed at 
building a model which incorporates the disaggregation potential of 
a constant share approach with the flexibility and economic content 
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inherent in transmission models. Inter. Mon. Fund Staff Papers, Nov. 
1967, 24(3), pp- 433-55 (English, summaries in French and Span¬ 
ish). International Monetary Fund 

Weaveb, J. H. and WiNAKUR, I. Impact of United States Cotton 

Textile Quotas on Underdeveloped Cormtries. 

Representatives of underdeveloped countries center their harshest 
criticism of United States trade policy on U.S. cotton textile quotas. 
This paper is an attempt to measure the impact of such quotas upon 
underdeveloped countries. 

At the expiration of a Short Term Arrangement to restrict cotton 
textiles imports, the Cotton Textiles Committee of GATT produced 
a Ixmg Term Arrangement to enter into force on October 1, 1962 
and to run five years until September 30,1967. 

In assessing the restrictiveness of these quotas we found that in 
the third LTA year (1964-1965) 36 per cent of all quotas were filled 
and in tliese cases imports were lower than would have been the 
case had no quotas existed. 

We compare the growth rate of import volume from 1950 to 1960 
(before the LTA) with the growth of cotton textile imports from 
1962-1966 (after the LTA). Imports increased during the 1950s at 
an aimual rate of approximately 20 per cent. From 1962 to 1965 im¬ 
ports grew at an annual rate of 5 per c-ent, the LTA specified rate. 
Thus, we see that the rate of increase dropped significantly after the 
LTA came into effect. In 1966, demand associated with the Viet¬ 
namese War brought imports up sharply. 

When we look at the value of imports we see that imports grew at 
an annual rate of 30 per cent from 1958 to 1960. From 1962 to 1966 
the annual rate of growth fell to 14 per cent. If the value of imports 
had continued to grow from 1960 to 1966 at the 1958-1960 rate (30 
per cent), the total value of imports in 1966 would have been .$1.3 
billion as compared to actual imports of $449 million in the fourth 
LTA year. Thus, the estimated loss in earnings was $850 million in 
1967. 

Imports were less then 1 per cent of total U.S. domestic consump¬ 
tion in 1950. They had risen to almost 0 per cent of U.S consump¬ 
tion by 1960. This was a rapid increase but still a relatively small 
share of U.S. consumption as compared to many other industries or 
to many other countries. During the period in which the LTA has 
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been in effect, impcnts have grown from 7^ per cent of domestic 
consumption in 1962 to 8.4 per cent in 1965 and 9.9 per cent in 1966. 

The LTA has had a damaging effect on the underdeveloped coun¬ 
tries’ (subject to quotas) exports of cotton textiles to the U.S. Their 
share of the U.S. market dropped from 40 per cent in 1962 to 32 per 
cent in 1966. The growth of exports has been most restrained in the 
apparel categories which have most appeal to imderdeveloped coun¬ 
tries because of the high value added and because of the great com¬ 
parative advantage low wages give them in these categories. South¬ 
ern Jour. Econ., Jan. 1968, 34(3) English. American University and 
Gallaudet College, USA 
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Business Finance; Investment and Security 
Markets; Insurance 

Demsetz, H. The Cost of Transacting. 

An analytical view of the operation of the New York Stock Ex- 
hange is used to guide a statistical investigation of important as- 
)ects of organized markets. An organized market is tieated as two 
losely linked markets, a market in which the demand for immediate 
ales is serviced and a market in which the demand for immediate 
lurchases is serviced. The link between the two markets is the ask- 
ad spread. The ask-bid spread measures the cost of transacting 
mmediately in the sense that an immediate purchase and resale re- 
uires the trader to accept a markdown per share equal to tlie exist- 
.ig ask-bid spread. Tlie cost of an immediate sale (or purchase) can 
ren be viewed usefully as one-half the ask-bid spread. 

Tlie major finding of die statistical study is the presence of scale 
conomies with respect to the time rate of transactions in a particu- 
ir security. The ask-bid spread falls as the time rate of transactions 
1 a security increases. This result helps to explain the continued 
ominance of the NYSE in the security market. 

In addition to this examination of the cost of transacting on the 
^YSE, the paper discusses the general importance of transaction 
3sts for understanding many economic problems. This discussion 
oints out the relevance of transaction cost to problems of monop- 
ly, of divergence between social and private cost, and to a theory 
f money. Quart. Jour, Econ., Feb. 1968, 82(1), English. University 
i' Chicago. 


jvsKELAiNEN, V. Growth of Earnings and Dividend Distribution 
Poh'cy. 

This paper is an analysis of the relationship between the growth 
f earnings and the dividend payout ratio of a corporation. The 
lalysis shows that under given assumptions, it is to the stockhold- 
•s’ advantage to adhere to the policy of a high payout ratio even in 
e case where the tax differential is in favour of capital gains. 
wedish Jour. Econ., Sept. 1967, 69(3), pp. 184-95 (English). The 
elsinki School of Economics, Helsinki, Fiidand 
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Jent, F. C. and Weht, J, E. The Effect of Call Risk on Corporate 

Bond Yields. 

The indenture of many corporate bonds contains a call provision 
which gives the issuer a right to redeem the outstanding bonds upon 
the payment of the accrued interest and a predetermined call price. 
Because the right is generally exercised when the yield of a com¬ 
parable issue is lower, investors of bonds called will suffer some loss 
of interest in reinvestment. Indeed, the loss can be quite large with 
the result that tlie realized yield-to-maturity of the bond (call-free 
yield) is sometimes mudi smaller than its promised yield-to-matur- 
ity (callable yield). Such a loss in yield should be considered as loss 
due to call risk. 

This paper uses the experience of 434 utility bonds offered in 
1956-64 to estimate the average loss due to call risk. The analysis 
shows that high coupon bonds offered when interest rates are high 
relative to their cyclical pattern have higher callable yields. How¬ 
ever, the call-free yields of these high-coupon bonds are only 
slightly higher than that of the moderate-coupon bonds. Hence, the 
increase in callable yields of high-coupon bonds is only a “yield illu¬ 
sion” because die increase is largely offset by a corresponding in¬ 
crease in their call risk. 

The paper finally discusses the implication of the findings on the 
investment policy of an investor and the flotation policy of an issuer. 
It suggests that during the high interest rate periods, an investor 
should consider the alternative of investing in moderate or low cou¬ 
pon corporates and corporates on wliich the call privilege is de¬ 
ferred. It further suggests that utility corporations should generally 
not delay the flotation of long-term callable bonds. In the final anal¬ 
ysis however, the buy/float decision depends on the ability of an 
investor/issuer to evaluate correctly the expected level of call risk of 
an issue. Jour. Finance, Dec. 1967, 22(4), English. State University 
of New York at Buffalo and University of Arizona, Tucson, USA 


Johnson, H. L. and Lambert, E. W., Jr. The Cost of Capital: Some 
Empirical Observations. 

Theoretically, debt financing influences the cost of fimds in two 
ways—through the interest rate paid and through changes in the rate 
at which stockholders capitalize earnings. This study attempts to 
shed some light on this phenomenon by observing the change in 
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market capitalization rates following changes in the amount of debt 
in the capital structure on individual firms. The attitude of stock¬ 
holders toward debt financing should be reflected in the rate at 
which they capitalize anticipated earnings. An increase in this rate, 
ceteris paribus, will lower the market price of a firm’s common 
stock, which tends to increase its overall cost of capital, and vice 
versa. 

The findings of the study suggest that stockholders, as a group, 
attach little significance to debt financing when investing in common 
stock. An examination of the capital structure for 165 firms for the 
period 1947-60 does not provide a high degree of correlation be¬ 
tween the debt/equity ratio and the market capitalization rate ap¬ 
plied to earnings. In fact, the empirical evidence fails to establish 
direct cause and effect relationships between changes in capitaliza¬ 
tion rates (changes in the price-eamings ratio) and changes in debt 
financing. Such factors as a "growth company” situation, the nature 
of the firm’s industry, the quality rating, the proportion of debt in 
the capital structure, and the magnitude of changes in the 
debt/equity ratio, did not appear to affect the statistical findings. 

While the findings of this study are subject to limitations, they do 
appear to support the thesis that no direct relationship exists be¬ 
tween the amount of debt in a firm’s capital structure and the stock¬ 
holders’ evaluation of its common stock. Western Econ. Jour., Sept. 
1967, 5(4), pp. 343-51 (English). University of Tennessee and Uni¬ 
versity of Texas, USA 


Levy, R. A. Relative Strength as a Criterion for Investment Selection. 

Relative strength as a criterion for investment selection has been 
employed by stock market practitioners who contend that securities 
which have historically evidenced a strong price trend (as compared 
to other securities or to a broad market index) wiU continue to show 
superior performance over some future period. 

This study supports the continuation of relative strength concept 
over 26-week future periods. The historically strongest stocks pro¬ 
duced the greatest future profits, and the historically weakest pro¬ 
duced the least. However, there appeared to be no discernible pat¬ 
tern in shorter term (4-week) results. 

From among the historically strongest securities, those which had 
also been volatile in price movement performed better over 26-week 
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holding periods than the more stable stocks. Furthermore, the con¬ 
tinuation of relative strength concept produced greater profits dur¬ 
ing periods both immediately following comparatively strong mar¬ 
kets and immediately following markets in which “speculative ex¬ 
cesses” were minimal. Unsatisfactory results were attained when 
holding the historically strongest securities during periods following 
comparatively weak markets and during periods following “specula¬ 
tive” markets. 

The overriding thesis developed in this paper is that relative 
strength is a valid criterion for investment selection. The application 
of the continuation of relative strength concept (whether or not 
modified by the various other quantitative measures introduced in 
the article) yielded profits superior to those available from random 
investment selection. This does not mean, however, that the random 
walk theory is disproven. Conclu.sions in this regard must await the 
determination of comparative risk and the performance of statistical 
tests of significance. Jour. Finance, Dec. 1967, 22(4), English. Com¬ 
puter Directions Advisors, Inc., Silver Spring, Maryland, USA 

Moac, J. S., Caulkton, W. T. and Lebner, E. M. Defining the 

Finance Funefaon: A Model-Systems A 2 )proach. 

Three transformations, physical, informational, and value, are con¬ 
tinuous within the firm; the finance function plays a strategic role in 
foimulating, systematizing and managing these three transforms. 

A firm is a system which can be thought of in terms of its base 
system, metasystein, and environment. The critical part of the meta- 
syslcm is he model set, for it organizes the set of rules that rational¬ 
izes the transformation of inputs into outputs. Two requirements of 
the model set are that it close intellectually tlie system it purports to 
describe and that it be operational. Difficulties in modelling arise 
because a firm is a social as well as an economic entity. 

Within a firm, the finance function is to design the model set and 
control the base system so that shareholder wealth is maximized. 
One model design, a valuation equation and tlie necessary con¬ 
straints on the variables of the equation, is presented. Control of the 
base system, integration of the information subsets, and the heuristic 
processes of the metasystem are than discussed. The range of control 
that the finance function has as well as the measures that are used in 
this activity are evaluated. 
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The growth of a firm is defined in terms of its improved ability to 
respond to its environment rather than in terms of an increase in its 
size. The implications of growth for the framework that finance 
oificers use for control are discussed. Jour. Finance, Dec. 1967, 
22(4), Enghsh. Northwestern University, USA 


Mossin, J. Equilibrium in a Capital Asset Market 

The paper investigates the properties of a market for risky assets 
on the basis of a simple model of general equilibrium of exchange, 
where investors seek to maximize preferences over expectations and 
variance of portfolio value. Section 2 develops the model by formu¬ 
lating individual asset demand scheduled and market clearing condi¬ 
tions. Section 3 discusses the concept of risk margins: it is shown 
that in equihbrium these are such that the total risk compensation 
paid for an asset and the variance of the total stock of the asset is 
the same for all assets. In section 4 is derived an important property 
of each individual’s equilibrium portfolio: asset prices must be such 
that he holds the same percentage of the total stock of all risky as¬ 
sets. Sections 5 and 6 concern the determination of the “price of 
risk” as the rate of substitution between the mean and the standard 
deviation of yield. The fundamental result is that in equilibrium 
asset prices are such that the locus of individuals’ mean and stan¬ 
dard deviation of per dollar final w'calth is a straight fine (the mar¬ 
ket line). The determination of the price of risk is then discussed in 
terms of the slope of the market line. The price of risk has the di¬ 
mension of an interest rate, and it is shown that it can thus be writ¬ 
ten as proportional to an arithmetical average of individual assets’ 
risk margins, the weight for each asset being tlie total stock of that 
asset. A second interpretation is that the price of risk emerges as the 
norm of the vector whose components are the risk compensation per 
unit of risk on a unit of each risky asset. Econometrica, Oct. 1966, 
34(4), pp. 768-83 (English). The Norwegian School of Economics 
and Business Administration, Bergen, Norway 


Pye, G. The Value of Call Deferment on a Bond: Some Empirical 
Results. 

Many bond indentures contain the provision that the bond can be 
repurchased by the issuer at a stated price before it matures. Some- 
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times this call privilege is deferred for a number of years. The pur¬ 
pose of this paper is to provide some estimate of the yield discoimt 
produced by deferments of various lengths and for various levels of 
the interest rate. 

Estimates are obtained in two different ways. In one, a panel 
study of utility bonds issued since 1959 is used to obtain a direct es¬ 
timate of the discount produced by five-year deferment for two dif¬ 
ferent levels of the interest rate. In another, a model developed pre¬ 
viously Ls used which assumes that the one-year interest rate follows 
a finite Markov chain. To obtain estimates of this model, a transition 
probability matrix is estimated, using the transitions which have oc¬ 
curred in the one-year interest rate since 1900. 

In addition to the numerical results, some results are obtained 
which facilitate calculating new-issue yields of callable bonds from 
the model. Also, a simple expression is derived for the yield discount 
on a consol produced by noncallability (i.e. infinite deferment) 
when the interest rate can take on only two possible values. This is 
instructive with respect to the effect of the transition probabilities 
and the call premium on the value of the discount. Jour. Finance, 
Dec. 1967, 22(4), English. University of California, Berkeley, USA 


Robichek, a. a. and Van Hobne, J. C. Abandonment Value and 

Capital Budgeting. 

This paper examines the importance of abandonment value to 
capital budgeting, analyzes how it can affect an investment project’s 
expected return and risk, and proposes a framework for taking ac¬ 
count of this seldom-considered dimension. Probability decision 
trees as well as a simulation procedure are employed for incorporat¬ 
ing the effects of abandonment into the information provided for the 
capital-budgeting decision. 

Significant abandonment values for a project may result in a 
higher expected net present value or internal rate of return and 
lower expected risk than would be the case if the project had no 
abandonment value over its economic life. It is important to take ac¬ 
count of the fact that different investment projects provide different 
degrees of flexibility with respect to the possible mobility of funds if 
the project turns bad. Thus, investment projects under consideration 
should be evaluated not only in light of the magnitude and timing 
of expected operating cash flows, but also with respect to their 
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abandonment values. Jour. Finance, Dec. 1967, 22(4), English . 
Stanford University, USA 


Rose, P. J. Some Aspects of Private Pension Funds and the Capital 

Market. 

This article begins by showing the share of personal savings 
which has been collected by the public and private self-managed 
pension funds in Australia in recent years. It is also shown that the 
volume of assets administered by these funds has been growing 
more quickly than the life offices’ assets, and that self-managed pen¬ 
sion funds now control financial resources amounting to about 61 
per cent of the life offices”. 

In the second part of the paper there is a discussion of the role of 
the private self-managed funds in the new issue market, and it is 
shown how these funds are influencing the allocation of resources in 
the private sector. Some information is presented on the part played 
by private pension funds as sub-imderwriters. In addition, detailed 
information is given on the investments of eighty-three private funds 
with assets amounting to about 41 per cent of the assets of all pri¬ 
vate self-administered schemes. Comments are made on the extent 
to which these pension funds invest in the securities of the employ¬ 
ing company, and some details are also given on the requirements of 
trust deeds. 

In the third part of the paper it is shown how institutional inves¬ 
tors, including pension funds, are affecting the functioning of the or¬ 
dinary share market. Some statistics are given on the extent to which 
trading is taking place away from the stock exchanges, and several 
reasons for this development are suggested. It is pointed out that the 
stock exchanges should be thinking of ways of adapting their organi¬ 
zation to meet the needs of the institutional investors, Econ, Record, 
Sept. 1967, 43(103), pp. 354-70 (English). University of Melbourne 

Van Horne, J. and Bowers, D. A. The Liquidity Impact of Debt 

Management, 

In this paper, a measure of liquidity for the marketable, publicly- 
held government debt is developed, based upon the variability of 
market prices for various-maturity Treasury securities. Through a se¬ 
ries of calculations, a weighted average liquidity coefficient for the 
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government debt is obtained on a quarterly basis for the 1958-1965 
period. Changes in this coeflBcient reflect the liquidity impact of 
changes in the maturity composition of the marketable portion of 
tlie pubhciy-held debt—or of debt management as defined. We find 
that for the period studied, changes in the maturity composition of 
the debt had very httle eifect upon the liquidity of the economy; 
changes in total liquidity primarily were the result of changes in tiie 
amount of debt. 

Although patterns of fluctuation in the weighted average liquidity 
coefficient roughly were consistent with pro-cyclical debt manage¬ 
ment through 1961 and counter-cyclical debt management thereaf¬ 
ter, the absolute effect upon liquidity was slight. Based upon our 
findings, alteration of the maturity .structure of the debt, as a practi¬ 
cal matter, does not appear able to affect significantly the total liquid¬ 
ity of the economy. The evidence in this paper suggest.s also that 
the average-maturity measure is a misleading indicator of the mag¬ 
nitude of the liquidity impact of maturity-composition changes. 
Southern Jour. Econ., Jan. 1968, 34(3) English. Stanford University 
and Western Reserve University 

Vogel, R. C. and Maddala, G. S. Cross-Section Estimates of Liquid 

Asset Demand by Manufacturing Coqiorations. 

Some monetary economists have recently turned to cross-section 
estimates of money demand with the hope of resolving various cur¬ 
rent empirical controversies. This paper examines the possible use¬ 
fulness of such estimates for analyzing the determinants of cash and 
liquid assets by manufacturing corporations. 

In contrast to previous studies, the difficulties in distinguishing 
between wealth and transactions models have been emphasized in 
this study. When proper allowance is made for the influence of 
other factors, a strong argument can be made for economies of scale 
in money demand. As manufacturing coqrorations increase in size, 
they substitute government securities for cash. Also, during the 
post-war period there has been a downward trend in relative money 
balances. They may be attributed to rising interest rates and innova¬ 
tions in financial management. These last two findings, as well as 
those concerning significant differences among industries, agree bas¬ 
ically with those of Selden. 

The warnings of Kuh, that caution is required in using cross-sec- 
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tion estimates, have also been substantiated. Many of the questions 
raised in the paper can be investigated adequately only on the basis 
of more detailed data. However, the present paper has investigated 
how much mileage one can get from the Internal Revenue Service 
data, the most useful data currently available for these pmposes. 
Jour. Finance, Dec. 1967, 22(4), Enghsh. Wesleyan University and 
Stanford University, USA 

Belth, J. M. Calculation of life insurance gross premiums. Jour. Risk & In¬ 
surance, Sept. 1967, pp. 385-96. 

Best, P. J. Some notes on the Soviet foreign insurance system. Jour. Risk & 
Insurance, Sept. 1967, pp. 445-50. 

Bickley, j. S. An overview of insurance marketing. Jour. Risk & Insurance, 
June 1967, pp. 175-86. 

Bierman, H. Jr. The valuation of stock options. Jour. Fin. and Quant. Analy¬ 
sis, Sept. 1967, pp. 327-34. 

Carleton, W. T. and Lerner, E. M. Measuring corporate profit opportunities. 

Jour. Fin. and Quant. Analysis, Sept. 1967, pp. 225-40. 

Chen, H. Y. Valuation under uncertainty. Jour. Fin. and Quant. Analysis, 
Sept. 1967, pp. 313-26. 

Crowe, H. M. and Horn, R. C. The meaning of risk. Jour. Risk & Insurance, 
Sept. 1967, pp. 459-74. 

CuLLiTY, J. P. An alternative measure of the diffusion of stock prices. Quart. 

Rev. Econ. & Bus., autumn 1967, pp. 45-56. 

Delacroix, M. L’analyse financidre en Europe. (With English smnmary.) 

Econ. en Soc. Tijdschrift, Aug. 1967, pp. 301-8. 

Denenberc, II. S. Is “A-plus’^ really a passmg grade? Insurer risk capacity 
and financial ratings. Jour. Risk & Insurance, Sept. 1967, pp. 371-84. 

Evans, C. E. Financial proportionality in insurance agencies. Jour. Risk & 
Insurance, June 1967, pp. 187-203. 

Hammond, J. D., Houston, D. B. and Melandeh, E. R. Determinants of 
household life insurance premium expenditures. Jour. Risk dt Insurance, 
Sept. 1967, pp. 397-408. 

Hashmi, S. a. The problem of the uninsured motoiist: a proposed solution. 

Jour. Risk & Insurance, Sept. 1987, pp. 363-70. 

Head, G. L. An alternative to defining risk as uncertainty. Jour. Risk & In¬ 
stance, June 1967, pp. 205-14. 

Hofflander, a. E. Jr. and Duvall, R. Inflation and sales of life insurance. 

Jour. Risk & Insurance, Sept. 1067, pp. 355-62. 

Hoffi*ander, a. E. Jr. and Duvall, R. M. The ruin problem in multiple 
line insurance—a simplified model. Jour. Fin. and Quant. Analysis, June 
1967, pp. 150-65. 

Michaelsen, j. B. and Goshay, R. C. Portfolio selection in financial interme¬ 
diaries: a new approach. Jour. Fin. and Quant. Analysis, June 1967, pp. 
166-99. 

Palmer, R. W. Financing corporate investment in Jamaica. Soc. and Econ. 
Stud., Sept. 1967, pp. 301-17. 

Press, S. J. A compound events model for security prices. Jour. Bus. Univ. 
Chicago, July 1967, pp. 317-35. 

Renshaw, E. F. Portfolio balance models in perspective: some generalizations 
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that can be derived from the two-asset case. Jour. Fin. and Quant. Analy¬ 
sis, June 1967, pp. 123-49. 

Samuelson, P. a. EfBdent portfolio selection for Pareto-IAvy investments. 

Jour. Fin. and Quart. Analy.sis, June 1967, pp. 107-22. 

Sharpe, W. F. Portfolio analysis. Jour. Fin. and Quant. Analysis, June 1967, 
pp. 76-84. 

Shelton, J. P. The value line contest: a test of the predictability of stock- 
price changes. Jour. Bus. Univ. Chicago, July 1967, pp. 251-69. 

I'EiciBROEW, D., Lesso, Rice, K. AND Wmght, G. Optimizing models of after¬ 
tax eartungs incorporating depletion allowances. Jour. Fin. and Quant. 
Analysis, Sept 19fi7, pp. 265-98. 

Wallingford, B. A. A suivey and comparison of portfolio selection models. 

Jour. Fin. and Quant, Analysis, June 1967, pp. 85-106. 

West, H. R. Determinants of underwriters' spreads on tax exempt bond issues. 

Jour. Fin. and Quant. Analysis, Sept. 1967, pp. 241-64. 

Whitman, A. F". and Thompson, II. E. The impact of the 1959 Income Tax 
Act on stock and mutual compaiues: a simulation study. Jour. Risk & In¬ 
surance, June 1967, pp. 215-29. 

Recent sliifts in coqiorate financing. Fed. Res. Bull., Aug. 1967, pp. 1271-81. 



Business Organizations; Managerial Economics; 
Marketing; Accounting 

Bacon, R. A note on “Measuring Shopping Costs.” 

This paper shows that R. P. Brief, in a paper on measuring “shop¬ 
ping costs”, makes some algebraic errors which have the efiFect that 
his method as it stands yields no useful results. Two further altera¬ 
tions have to be made in order to obtain an estimate of the ratio of 
shopping costs to purchase price. These entail reformulating his 
basic hypothesis on the joint effect of shopping costs and purchase 
price and substituting an additive demand function for the multipli¬ 
cative function postulated by Brief. 

The main disadvantage of this suggestion is that this estimated 
ratio is dependent on the purchase price of the good. Jour. Indus. 
Econ., Nov. 1967, 26(1), pp. 75-78 (English). Lincoln College, Ox¬ 
ford, UK 

Mann, H. M., Henning, J. A. and Meehan, J. W., Jr. Advertising and 

Concentration: An Empirical Investigation. 

This paper investigates the relationship between the degree of 
product differentiation, measured by traceable advertising expendi¬ 
tures as a percentage of the sales revenue of the dominant firms in 
fourteen four-digit industries defined by the Standard Industrial 
Classification, and the four-firm concentration ratio of the fourteen 
industries in 1954, 1958, and 1963. The concentration ratios were re¬ 
gressed on the advertising sales ratios computed for the periods 
most closely corresponding to the year for the measure of concentra¬ 
tion, i.e., 1952-1956, 1957-1961, and 1962-1965, respectively. 

The results showed that the intensity of advertising effort was 
positively and significantly associated with seller concentration. The 
reliabihty of the statistical relationship is strengthened by the fol¬ 
lowing considerations; 1) Measurement errors in the independent 
variable tended to bias the regression coefficients toward zero; 2) 
The regressions produced similar results using two independent esti¬ 
mates of advertising expenditures; and 3) The hypothesis that the 
cross-scctional regressions relating seller concentration to the adver¬ 
tising-sales ratios were repetitive experiments from the same popula¬ 
tion could not be rejected. 
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Tlie findings in this paper suggest that any public policy con¬ 
cerned with maintaining competitive markets must be concerned 
with the intensity of sales promotion eCForts. Jour. Indus. Econ., Nov. 
1967, 56(1), pp. 34-45 (English). Boston College, Syracuse Univer¬ 
sity and Northeastern University of Northeastern University, USA 


Mever, J. R. An Experiment in the Measurement of Business 

Motivation, 

Tile increased importance of large corporations has given rise to a 
number of suspicions among economists and others that business 
films are less motivated today by profits alone and to assume so is an 
increasingly serious oi'crsimplification of business objectives and as¬ 
pirations. If ti'uc, this would have serious implications not only for 
economic theor)' but also for the empirical measurement of bminess 
behavior. As an experiment, factor analytic techniques are used in 
this paper to determine if multiple or complex motivational patterns 
can be empirically identified among U.S. manufacturing firms. Spe¬ 
cifically, data taken from business income statements and balance 
sheets are used as inputs into the factor analysis, treating them in 
much the same fashion as test scores in psychological and educa¬ 
tional measurement problems. Some adaptations of conventional fac¬ 
tor analysis are also made in an effort to reduce reliance upon sub¬ 
jective evaluations to identify observed factor patterns. Two reason¬ 
ably distinct behavioral patterns are consistently identified for all 
the industries and years represented in the sample: one associated 
with quite aggressive behavior and one with passive or more con¬ 
servative objectives. Using the indices constructed by the factor 
techniques, firms are identified as being either aggressive or passive 
in orientation and these classifications are tested against other data 
that might be expected to be correlated with such classifications. On 
the whole, but not with uniform consistency, the classifications 
based on the factor indices agree with and predict subsequent be¬ 
havior that might plausibly be expected. Reu. Econ. Stat., Aug. 1967, 
49(3), English. Harvard University, USA 

Packard, P. C. The Need for Product Market Analysis: A Case 

Study of the Feasibility of Import Substitution in Nigeria. 

Most feasibility studies for industrial projects in developing coun¬ 
tries do not include adequate market studies. Cost estimates are 
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based on conditions in industrialised countries and therefore tend to 
be understated for the developing nation. Lack of capacity by gov¬ 
ernments to control or influence effectively the economic environ¬ 
ment places a heavy burden on accurate economic estimates. There¬ 
fore, there is no substitute for detailed market studies that deter¬ 
mine the acceptance or rejection of investment in an industrial pro¬ 
ject and also set the character of the feasible cost structure. 

The article develops and analyses data on an import replacing 
shoe factory in Nigeria. The data are for 1964-5. Jour. Indus. Econ., 
1967, 26(1), pp. 63-72 (English), Institute of Social Studies, The 
Hague 


Price, D. W. Discarding Low Quahty Produce with an Elastic 

Demand. 

The first inclination of economists is to believe that culling produce 
with an elastic demand will decrease total returns. This ignores the 
effect that culling has on quality. If the mcrease in quality causes 
price to increase by a suflicient amount, total returns increase. Fur¬ 
thermore, there is an optimal culling rate with respect to maximum 
returns. Tliis rate is a function of the increase in price due to culling 
and the elasticity of demand. Since the firm faces a more elastic de¬ 
mand than the industry, its optimal rate of culhng is less than the 
industry’s. By using their monopoly power in setting culling rates, 
institutions such as marketmg orders have the potential for increas¬ 
ing returns to industries facing elastic demand curves. Jour. Farm 
Econ., Aug. 1967, 49(3), pp. 622-32 (English). Washington State 
University 


Simon, J. L. The Effect of Advertising on the Propensity to Con¬ 
sume. 

That advertising and other sales promotion increases consumption 
and the propensity to consume is commonly assumed by both econ¬ 
omists and trade apologists. But because promotion demonstrably 
increases demand for particular products and brands is not sufficient 
evidence that it increases aggregate demand. Rather, promotion 
might only redistribute purchases among products and brands. This 
paper considers the plausibility of the possibilities that promotion 
does and does not affect the propensity to consume, adducing both 
argument and empirical evidence. There is a slight amount of shaky 
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evidence to suggest that, on balance, promotion does affect con¬ 
sumption levels. Kyklos, 1967, 20(4), pp. 950-60 (English). Univer¬ 
sity of Illinois, Urbiina 

Smyth, D. J. and Samuels, J. M. Inventories and Tiumover: A 

Cross-Section Study. 

This paper provides an analysis of the relationship between com¬ 
panies’ inventories and tlieir turnover, investigating the extent to 
which tliese are realized economies of scale in inventory holding. It 
also uses aggregate data in an endeavour to examine the extent to 
which firms increase tlieir holdings of individual stock items in pro¬ 
portion to the square root of sales in conformity with recent theoret¬ 
ical findings about optimal inventory behaviour. 

The study is a cross-section one and compares tlie inventory/ 
turnover ratios of firms of different .size. The data are observations 
for Australian companies for the financial years 1962-63 and 1963-64. 
As companies do not have to disclose turnover the sample is limited 
to those tliat voluntaiily provide the information. The firms were 
classified into six industry groups and also grouped together for each 
year. 

A first approach used a log-linear model and this indicates some 
economies of scale. So too does a model linear in absolute values— 
this model was fitted with the observations deflated by a measure of 
firm size (turnover) in an attempt to eliminate heteroscedacity in 
the disturbances. 

Modem management decision theory teaches that the optimal 
level of a firm’s inventories increases with the square root of turn¬ 
over. However, because a firm deals in many lines (while the theory 
relates to the holding of inventories of one particular line) and has 
work in progress (to which the square root hypotliesis does not 
apply) the relationship between its aggregate inventories and its 
aggregate turnover can be expected to vary somewhat between a di¬ 
rect and a square root relationship. A model that is testable using 
only aggregate data is derived, the key assumptions of this model 
being that each line is equally important for the firm and that the 
number of lines of a firm is directly proportional to the turnover of 
each line. Again deflation by turnover is used to eliminate heterosce¬ 
dacity. Fitting this model refutes the hypothesis that firms increase 
their inventory holdings directly proportionately to turnover but 
does not refute but rather supports the square-root hypothesis. 
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The empirical evidence is, then, consistent with the exploitation of 
economies of scale and with the square-root hypothesis. Australian 
Econ. Papers, June 1967, 6(8), pp. 47-56 (English). University of 
Birmingham 

Atchison, T. and French, W. Pay systems for scientists and engineers. Indus. 
Rel, Oct. 1967, pp. 44-50. 

Boddewyn, J. The analysis of business systems and their environment. Univ. 

Wash. Bus. Rev., summer 1967, pp. 68-79 
Cook, R. G. and Shawveii, D. L. Operations analysis for the business mana¬ 
ger. Univ. Missouri Bus. and Govt. Rev., Sept.-Oct. 1967, pp. 5-11. 

Corbin, D. A. On the feasibility of developing current cost information. 
Accounting Rev., Oct. 1967, pp. 635-41. 

Davis, W. C. and Mosinger, G. M. Un modello per assegnare la responsa- 
bilita delle eatrate derivanti dalle quote di vendita. (With English summary.) 
Riv. Internaz. di Sci. Econ. e Com., Sept. 1967, pp. 882-93. 

Doremus, W. L. Policy tlie core of business commitment, Univ, Wash. Bus. 
Rev., summer 1967, pp. 5-18. 

Fukuba, Y. and Yokoyama, T. A model of advertisement rate decision system. 

Osaka Econ. Papers, March 1967, pp. 1-6. 

Fulmer, R. M. How should advertising and sales promotion funds be allocated 
Jour. Marketing, Oct. 1967, I, pp. 8-11, 

Fulmer, R. M. Organizational constraints on new-product success. Univ. Wash. 
Bus. Rev., summer 1967, pp. 57-67 

Grubb, E. L. and Grathwohl, H. L. Consumer self-concept, symbolism and 
market behavior: a theoretical approach. Jour. Marketing, Oct. 1967, I, pp. 
22-27 

IIansbercer, R. V. Free form management. Unvi. Wash. Bus. Rev., summer 
1967, pp. 19-34 

Kaish, S. Cognitive dissonance and the classification of consumer goods. Jour. 
Marketing, Oct. 1967,1, pp. 28-31. 

Landsberger, H. a. The benavior sciences in industry. Indus. Rel., Oct. 1967, 
pp. 1-19 

Marschner, D. C. Theory versus practice in allocating advertising money. 

Jour. Bus. Univ. Chicago, July 1967, pp. 286-302. 

McDonald, D. L. Feasibility criteria for accounting measures. Accounting 
Rev., Oct. 1967, pp. 662-79. 

Mosvold, K. and Benford, H. Returns before and after tax using sum-of- 
years-digits depreciation. Engin. Econ., summer 1967, pp. 199-210. 
Mueller, F. J. An information system for management control. Univ. Wash. 
Bus. Rev., summer 1967, pp. 80-88. 

POLOPOLUs, L. Synthetics, substitutes, and food marketing. Jour. Marketing, 
Oct. 1967,1, pp. 12-17 

Preston, L. E. Marketing organization in Arab sociab'sm. Jour. Marketing, Oct. 
1967,1, pp. 1-7 

Staubus, G. j. Current cash equivalent for assets a dissent. Accounting Rev., 
Oct. 1967, pp. 650-61. 

Steiner, G. A. Approaches to long-range planning for small business. Calif. 
Mang. Rev., fall 1967, pp. 3-16. 

Tull, D. S. The relationship of actual and predicted sales and profits in new- 
proiduct Introductions. Jour. Bus. Univ. Chicago, July 1967, pp. 233-50. 
Williams, T. H. and Grutin, C, H. Income definition and measurements: a 
structural approach. Accounting Rev., Oct. 1967, pp. 642-49. 



Industrial Organization; Government and Business; 
Industry Studies 

Ascii, P. Industry Structure and Performance; Some Empirical Evi¬ 
dence. 

Empirical .studies of the relationships between industry structure 
and performance frequently have been inconclusive and conflicting. 
This paper attempts to shed some light on such relationships during 
die 1950s through an examination of 21 four-digit industries. Indus¬ 
try concentration, ease of entry and inarlcet stability arc used to pre¬ 
dict profit rates, rate of price change and rate of R & D expenditure; 
industry growtli is also introduced as an independent (but non- 
structural) variable. Chi-square tests as well as simple and multiple 
regressions are utilized. 

The tests reveal statistically significant associations between each 
performance variable and one or more stiucture variables. In some 
instances, contingency coefficients are significant at a high level 
while the regressions provide very limited support for the hypothes¬ 
ized relationships. Predictions of performance are in some cases sub¬ 
stantially improved when structural variables oUicr than concentra¬ 
tion are included. (The influence of market stability, however, is 
minor.) Two general conclusions are .suggested: 1) ceitain kinds of 
performance may change sharply at a critical point, or within a criti¬ 
cal range, of industry structure; and the assumption of linearity may 
tlius be conceptually inappropriate. 2) concentration ratios of tlie 
usual sort may be a radier poor proxy for the “state of competition” 
in industries. Rev. Soc. Econ., Sept. 1967, 25(2), pp. 167-82, (En¬ 
glish). Rutgers, The State University, USA 


Benkhay, H. Concentration and Price-Cost Margins; A Comment. 

In a July 1966 article in the Journal of Industrial Economics, N.R. 
Collins and L. E. Preston report a positive relation between price- 
cost margins and concentration, and conclude, that concentration 
brings about monopoly profits. Tills note shows why their result and 
conclusion may be invalid and indicates an alternative approach. 
Jour. Indus. Econ., Nov. 1967, 26(1), pp. 73-74 (English). North¬ 
western University, Evanston, USA 
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ECHLiNG, F. AND O’Bhien, P. Short-Temi Employment Functions in 
ylanufactiiring Industries; An International Comparison. 

Previous investigators developed models which explained fairly 
isfactorily the relationship between output and employment in 
th U.S. and U.K. manufacturing industries. In the present paper 
attempt was made to provide answers to the following two ques- 
ns; (i) Does his model perform satisfactorily also in other coun- 
3S and (ii) what lessons can be learnt from the inter-country 
ferences of the estimated parameters? 

rhe model is briefly re-stated and then fitted to the output and em- 
)yment data of 12 Western countries. The data are quarterly time 
ies from the early fifties to the end of 1964; the sample sizes vary 
^htly between countries. The results indicate that the model per¬ 
ns well in all the countries: the overall fits are good, and the 
iflBcients have the anticipated values and signs and they are quite 
nificant. Thus the first question must be answered in the afiirma- 

a 

rhere are, however, some interesting diflFerences in the estimated 
rameters. Tire level of unemployment, the relative size of the 
nufacturing sector and the trend rate of growth of output all 
.m to contribute to an explanation of the inter-country differences 
the parameters. For example, in countries in which the manufac- 
ing sector is comparatively small, the adjustment of actual to de- 
3d employment is comparatively fast and conversely. Tliese asso- 
tions may be helpful in developing a more general model. 

Some of the results were used to analyse the relationship between 
iductivity growth and output growth both in the short run and 
■ longrun. High output growth appears to stimulate higher pro- 
ctivity growth in the long than the short run. Rev. Econ. Stat., 
g. 1967,49(3), English. 


lABMEtL, C. Road Investment Over the Next Twenty-five Years 
ind Its Foreseeable Effects on the Volume of Economic Activity. 

Tie growth of motor traffic can be forecast fairly easily over a pe- 
d of twenty-five years. In tlie light of .such forecasts tlie road- 
ilding to be carried out between now and then can be determined 
lording to economic criteria. The scale of the work closely de- 
nds on the assumptions made as to the value of the rate of mod- 
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emization and the levying of tolls on connecting motorways. Thus, 
depending on the particular circumstances, the total stretch of mo¬ 
torways to be completed before 1990 varies between 4,000 and 
13,000 kilometres, while total expenditure, including the cost of 
modifying existing national roads, ranges from 377,00 million to 
67,000 million francs. The execution of investment programmes 
modifies transport costs and in turn influences traffic growth pros¬ 
pects. 

The effects brought to light in tliis way may, with certain reserva¬ 
tions, be carried over to the Gross National Product; this, in fact, de¬ 
pends on the volume of traffic because it records the relevant ex¬ 
penditure (fuels, lubricants, vehicles, etc.) The volume of the GNP 
likely to be created in this way between now and 1990 is more than 
three times greater than the cost of the road-works. Moreover, tliis 
cost shoiild be offset to an appreciable extent by additional fiscal 
receipts derived from the increase in traffic. 

Investment in roads would therefore appear to be highly profit¬ 
able both for the community and for the State. Rev. Economique, 
1967 No. 5, Frencli. 


CoMiTiNi, S. ANn Huang, D. S. A Study of Production and Factor 

Sliares in tlie Halibut Fishing Industry. 

A panel of thirty-two halibut fishing boats covering seven years of 
the boats’ operations was used to investigate the nature of the pro¬ 
duction processes in the halibut industry. Particular attention was 
placed on the nature of returns to scale, the relative shares of the 
productive factors, and the degree of technical progress for the sam¬ 
ple period, 1958-1964. 

The least-squares estimates for a variant of the Gobb-Douglas 
function and a variant of the CES function were obtained for the 
quantity of fish landed using the number of man days, an index of 
the extent of utilization of the boat, and a "catch per skate” variable 
(to reflect population density effect on catch) as explanatory varia¬ 
bles. Further least-squares analysis of the catch dealt with such vari¬ 
ables as time and a dummy system of managerial skills of boat cap¬ 
tains in a sample combining both time-series and cross-section data. 

The study tentatively concludes that the underlying production 
function is the usual Cobb-Douglas type, that there are boat differ¬ 
ences in the productivity of operations, and that such boat differ- 
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xs are in large part due to tlie managerial skills of the boat cap- 
ns. Jour. Pol Econ., Aug. 1967, 75(4-1), pp. 360-372 (English), 
lio State University and Southern Methodist University 

lUTCHFiEXD, J. A., Kates, R. W. and Seweix, W. R. Benefit-Cost 
Analysis and the National Oceanographic Program. 

Tiis article presents a critique of the National Academy of Sd- 
ces monograph entitled Economic Benefits from Oceanographic 
search (1964). The NAS study attempted to estimate benefits 
imming from oceanographic research over a ten year period and 
compare these estimates with the research cost to provide a basis 
planning a national oceanographic program for the United 
ites. The authors argue that while the application of benefit-cost 
alysis to oceanographic research and development programs is 
th legitimate and illuminating, the NAS study is deficient in both 
acept and calculation. 

Tiree basic conceptual weaknesses are evident in the NAS report: 
in several places—notably in the valuation of outdoor recreation, 
neral production, improved weatherforecasting and commerdal 
fling-benefits have either been calculated in gross terms or oppor- 
lity costs have been neglected; (2) the NAS study ignores the im- 
jt of additional output on prices; (3) the NAS study makes no 
empt to define the appropriate composition of the oceanographic 
igrarn. Marginal benefit-cost ratios for separable elements ranging 
m nearly unity to eight are surely indicative of serious imbalance. 
.t is also argued that some estimates of gross benefits—e.g., to 
nmercial fisheries, long range-weather forecasting, near-shore 
vage disposal, and near-shore recieation—are overstated to a de- 
36 that makes them seriously misleading in developing a balanced 
leral program for marine sdence and resources. 

’’ho authors conclude that while a more sophisticated and concep- 
dly sound benefit-cost analysis of the national oceanographic pro- 
.m would be useful, there remain many areas in which the princi- 
i output of the program will continue to be scientific knowledge 
her tlian direct economic benefits. As in any other area of re- 
rch, a purely mechanical application of benefit-cost analysis is in- 
oropriate, and could weaken the national effort in the marine en- 
onment. Natural Resources Journal, July 1967, 7(3), English, 
liversity of Washington, Clark University and University of 
:toria 
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Garhett, M. a., Jb. Changes in Manufacturing in the South 1947- 

1958; A Study in Regional Industrial Development. 

The purpose of this study is to empirically determine, in so far as 
it is feasible, die influence of each of the major detenninants of die 
growth in Southern manufacturing activity during the expansive 
post W'orld War II period. While it is not possible to definitively as¬ 
certain the growth attributable to each of die causes of Southern in¬ 
dustrial development the study-group industiies are classified 
(3-djgit SIC industries) into particular groups that are indicative of 
die various causes of regional industrial growdi; (1) resource-ori¬ 
ented, (2) market-oriented, (3) labor-oriented and (4) in addition, 
it IS possible to show that part of Southern industrial growth that 
can be attributed to national and regional demand. Both total em¬ 
ployment and value added data are employed for each industrial 
classification to obtain the absolute growth, comparative growUi, 
and the comparative growth expressed as a percent. 

During 1947-1958 the South (Texas and Oklahoma excluded) ac¬ 
counted for one-third oi the national growth in manufacturing with 
each industry group, except the resource-oriented industries, experi¬ 
encing significant gains in both absolute terms as well as relative to 
the nation as a whole. That the South continues to attract labor-ori¬ 
ented industries is evidenced by an absolute increase of 79,919 in 
total employment in manufacturing compared with a decline of 
220,069 for the nation. The greatest gains, however, occurred in the 
industry group which suggests the influence of national and regional 
demand—multi-unit firm industries. Thus, the pattern of growth that 
occured in Southern manufacturing suggests that regional growth 
patterns appear to be dominated by national demand conditions but 
that regional growth does not depend upon the national pattern of 
growth and that a significant part of the regional growtlr in manu¬ 
facturing of an under-developed region within an advanced econ¬ 
omy will occur in multi-unit firms. Southern Jour. Econ., Jan. 1968, 
34(3) English. College of William and Mary 

Hunteb, a. Natinal Gas in Australia. 

Australia appears to have ample natural gas reserves. Current 
market predictions, however, are unduly optimistic. They overlook 
the likely difficulty of displacing fuel oils; the conservatism of state 
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governments with a substantial stake in coal-using processes, espe¬ 
cially for electricity generation; and the small size of some urban 
markets in relation to the investment required to construct pipelines. 

One of the major problems in the development of natural gas sup¬ 
ply is the determination of prices. In Victoria the government instru¬ 
mentality concerned, confronted by an experienced international oil 
company, failed to take full advantage of its statutory control of 
market areas to secure all available bargaining advantages. This 
error may eventually be rectified as the flow of natural gas to Mel¬ 
bourne and Sydney for chemical as well as fuel purposes increases 
the volumes handled by separator plant and pipelines. However, the 
most effective method of reducing prices will undoubtedly be the in¬ 
troduction of competitive supply if and when other companies dis¬ 
cover natural gas fields around the south-east comer of the conti¬ 
nent. Australian Econ. Papers, June 1967, 6(8), pp. 25-46 (English). 
Australian National University 


Maddala, G. S. and Knight, P. T. International Diffusion of Tech¬ 
nical Change—A Case Study of the Oxygen Steel Making Process. 

The purpose of the study has been to investigate the determinants 
of international diffusion of technical progress. The paper investi¬ 
gates how far variations in relative prices of labor and capital be¬ 
tween countries, differential economies of scale between processes, 
and differences in ore flexibility, scrap flexibility and product flexibO- 
ity between the several processes can account for the differences in 
the rate and extent of adoption of the oxygen steel making process. 
It was found that these factors do not explain the observed differ¬ 
ences. On the other hand, institutional variables seem to have 
played a major role. Econ. Jour., Sept. 1967, 77(307) English. Stan¬ 
ford University, USA 


Marx, D., Jr. Regulation of International Liner Shipping and 
“Freedom of the Seas.” 

The governments of most developing countries and of several in¬ 
dustrialized nations, especially the United States, rave recently ex¬ 
pressed dissatisfaction with the rates charged by ocean liners for the 
transportations of cargo. Customarily, rates have been set by ship- 
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ping conferences which are cartel-like groups ot linec COJnpanies 
Despite its shortcomings, the conference system has been generall 
regarded by governments throughout the world as a necessan 
iAoug'h not idea] arrangement *' 

Nevertheless, growing dissatisfaction has led to programs to regu¬ 
late liner rates unilaterally or to iniuence them by the establishment 
of national dag merchant marines. Unilateral regulation in iateraa- 
tionl commerce runs into jurisdictional problems, whereas national 
Sag shipping, when operated by countries with a comparative disad¬ 
vantage, leads to cargo preference requirements. As it is unlikely 
that all reasonable dissatisfaction will soon disappear, some form of 
regulation appears increasingly probable. Whether such regulation 
will be applied unilaterally, bilateraUy, multinationally, or by the 
formation of councils of shippers to bargain collectively with the 
conferences remains to be seen. 

Shippers councils or multinational regulation, if either can be 
made acceptable to the great majority of the economically more im¬ 
portant industrialized and developing nations, have the great advan¬ 
tage of preserving freedom of entry for merchant shipping and the 
attendant advantage of helping preserve competition from the most 
efficient operators regardless of the nationality of the carrier. Uni¬ 
lateral or bilateral regulation, on the other hand, is very apt to seri¬ 
ously impair this aspect of "freedom of the seas,” which would be 
directly contrary to current efforts to liberalize world trade. It would 
indeed be ironical if commodity trade were to be liberalized while 
national restrictions were imposed on the ocean carriers of these 
goods. Jour. Indus. Econ., Nov. 1967, 26(1), pp. 46-62 (English). 
Dartmouth College, U.SA 


Miller, R. A. Marginal Concentration Ratios and Industrial Profit 

Rates: Some Empirical Results of Oligopoly Behavior. 

The concentration of industry output among a “few” firms sug¬ 
gests monopolistic performance, including higher rates of return 
than in unconcentrated industries. Empirical work has generally re¬ 
vealed a positive relationship between profit rates and a four- (or 
eight-) firm concentration ratio. Other dimensions of the distribu¬ 
tion of output among firms in an industry may be important. How¬ 
ever, multiple regression of profit rates on more than one concentra- 
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tion ratio would produce coUinearity problems. Use of successive 
differences of concentration ratios reduces these problems. 

This study uses Internal Revenue Service data from the Source- 
books of the Statistics of Income series (1958-1962) and concentra¬ 
tion data (1958). For the IRS minor manufacturing industries (n = 
106) profit rates were regressed on four variables: the 4 -firm con¬ 
centration ratio, the marginal 8 -firm concentration ratio, the marginal 
20 -finn concentration ratio, and the marginal 50-firm concentration 
ratio (respectively, the shares of industry output by firms ranked 
1-4, 5-8, 9-20, and 21-50). The coefficients of CR^ and MCRg are 
statistically significant, CRi with the expected positive sign and 
MCRg with a negative sign. The coefficients of MCR.o and MCR 50 
are generally positive but not significant. The signs and magnitudes 
of the coefficients suggest inferences for monopolistic and competi¬ 
tive behavior. Southern Jour. Econ., Jan. 1968, 34(3) English. Wes¬ 
leyan University, USA 


Morand, J. C. Size and Growth of Firm. 

Following numerous empirical studies made in the United States 
and in England, this paper observes the distribution of growth rates 
of firms according to their size. 

1. All the hypotheses to test refer to the law of proportionate ef¬ 
fect (a generalization of Gibrat’s Law), meaning an independence 
between the distribution of growth rates and of the size of firms. 

ITie sample consists of 690 large French firms classified by their 
sales. Growth rates are computed for a period of two years: 1962-63 
to 1964-65. 

The adjustment of a lognormal law on the firms’ size distribution 
is significant and appears as a necessary condition of the law of pro¬ 
portionate effect. 

2. In the second point we study the growth rates for 3 classes of 
firms: large, medium and small, and 14 industries. The rates in the 
three classes seem to be equal in average but more dispersed be¬ 
tween the medium and small firms. 

However, some industries which have difficulties indicate a 
greater mean rate of growth for the large firms. On the contrary, an 
equal dispersion for the rates in the three classes of firms is observed 
in growing industries but which do not use technical progress. 
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The only external growth is characterized by similar conclusions. 

All these results do not greatly defer from those which have been 
obtained abroad. 

3. The third part use transition matrix, regression analysis and 
ranks correlation. We especially find very weak changes in the ranks 
of the greatest firms, and equal changes behind this size level. 

The conclusion is a partial play of the law of proportionate ef¬ 
fect, which does not imply, besides, an end to the increasing indus¬ 
trial concentration. Moreover, this conclusion does not permit the re¬ 
jection of the reality (or absence) of economies of scale in the firms. 
Revue Econ. Pol., 1967, (2), French. University of Nancy 

Raines, F. Q. Price and Productivity Trends in Manufacturing 

Industries. 

This paper explores the theoretical and empirical linkages between 
pricing behavior under the Administration’s wage-price guide- 
posts and under a “realistic” model of price determination in sup¬ 
ply oriented industries. The general guidepost for prices together 
with the exception for changes in costs of material inputs is readily 
translated into an explicit formula if one is willing to assume con¬ 
stant factor shares in an industry. Alternatively, a model of industry 
price changes may be derived under the assumption that technology 
is Cobb-Douglas and firms .seek a target rate of return on invest¬ 
ment. Interestingly, the guidepost formula and the target rate of re¬ 
turn model yield identical cx'pectcd price trends if and only if wages 
in an industry follow the wage guidepost. 

The implement empirical investigation of these proposition price 
and productivity trends were estimated for a cross-section of 26 
manufacturing industries over the 1959-64 period and 19 industries 
for the 1954-59 period. The statistical consistency of price trends 
during the 1959-64 period with the guidepost model appeai s expli¬ 
cable in terms of the target rate model, which takes significant if 
modest account of price trends during 1959-64, and offers a quite 
satisfactory explanation of price trends during the 1954-59 period. 
However, lack of price stability during 1954-59 cannot be attributed 
merely to wage gains in excess of the economy-wide productivity 
trend; the upward shift in the coeflBcient of price elasticity to 
changes in unit labor costs contributed substantially to the inflation¬ 
ary bias of this period. 
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While certain restrictive assumptions might be relaxed to advan¬ 
tage, it is felt that the guidepost-target rate of return framework of¬ 
fers a useful policy test of price performance both where the wage 
guideposts have, and have not, been met. Rev. Econ. Stat., Aug. 
1967, 49(3), English. Washington University, St. Louis, USA 


Richabds, P. J. Shipping Problems of Underdeveloped Countries. 

This article sets out to examine the grievances expressed by the 
underdeveloped countries’ representatives at the 1964 UNCTAD on 
shipping problems in terms of the types of shipping tormage and 
services that exist. The general cargo shipping conferences were cri¬ 
ticised for business practices unfavourable to the underdeveloped 
countries and for maintaining an unsatisfactory rate structure and 
level. Although many of the criticisms made are justifiable it is by no 
means clear that a thorough revision of the rate structure towards a 
system based more on average costs would be in the underdevel¬ 
oped countries’ interests. 

'The article also evaluates the proposals made for the reform of 
the organisation of international shipping. The main suggestion of 
the underdeveloped countries has been the expansion or creation of 
their own fleets, protected by flag discrimination. Although in gen¬ 
eral such fleet expansion is to be welcomed, it is probably most use¬ 
ful for new fleets to operate outside the conferences and if necessary 
to be supported by subsidies and not flag discrimination. Although 
the effect of new fleets on underdeveloped countries’ balance of pay¬ 
ments will almost certainly be favourable it must be stressed that in¬ 
vestment in shipping may be less efficient from this point of view 
than other uses of foreign exchange resources. The balance of pay¬ 
ments may initially be helped as much by investment in tramp ship¬ 
ping as in cargo lines. 

Fleet expansion, however, is not the only means of improving the 
state of affairs the underdeveloped countries criticised. Port exten¬ 
sion, shortening the time vessels spend in port, can help reduce rates 
and the use of shippers’ councils can lead to a more favourable tariff 
rate structure. In addition countries can follow the lead of Australia 
and the U.S.A. and hope to legislate acceptable rates into existence 
—although they are unlikely to meet with much success. Bull. Ox¬ 
ford Inst. Econ. & Stat., Aug. 1967, 29(3), pp. 265-80 (English). 
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Richaedson, G. B. Price Notification Schemes. 

Ought firms to be allowed to make arrangements to exchange in¬ 
formation about the prices tliey are charging? 

The effect of price notific'ation schemes is that they reduce the in¬ 
centive to individual firms to reduce prices in order to make gains 
before rivals become aware of the reduction. This shorten price 
competition is to be distinguished from long-run competition when 
firms reduce their prices, because they think their efficiency or ca¬ 
pacity will justify the cut even if their rivals follow. In cases where 
limit of the product is large in relation to the firms capacity (e.g. 
large capital goods) and orders infrequent post notification of prices 
will be insufficient to inhibit short-run price competition. 

It may be questioned whether short-run price competition is de¬ 
sirable. In some industries fluctuations in demand make periods of 
surplus capacity inevitable and short-run price competition will sim¬ 
ply increase the already large risks of investing in those industries. 
This will inhibit investment in them, particularly if their ability to 
make high profits in periods of high demand is liable to be restricted 
by public action. Oxford Econ. Papers, Nov. 1967, NS, 19(3), pp. 
355-65 (English). St. John’s College 

Watson, D. S. and Hol:man, M. A. Concentration of Patents from 

Government-Financed Research in Industry. 

In its contracts for research and development, the United States 
government has generally followed the policy of allowing business 
firms to acquire title to the patented inventions emerging from the R 
& D. This policy has caused much controversy, one of the issues 
being increased concentration of economic power from industry’s ac¬ 
quisition of patents. We have complete data on the patent acquisi¬ 
tions, for the 17-year period ending in 1962, of 177 major R & D con¬ 
tractors (business firms) for the U.S. government. The patents are 
those resulting from both government-financed and company-fi¬ 
nanced R & D. We measure concentration of patents and of R & D 
with conventional ratios and with the slope coefficient (alpha) of a 
simple Paretian distribution. We find that concentration of patents 
from government-financed R & D actually declined from 1946-1955 
to 1956-1962, and that this concentration is less than the concentra¬ 
tion of R & D. 

The gain in monopoly power from the acquisition of patents from 
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government-financed R & D is negligible, because only a small frac¬ 
tion of the inventions has any commercial value at all. Where there 
is commercial value, it is right. A large university, ho^vever, has 
earned milhons of dollars of revenue from a computer invention ini¬ 
tially developed with government funds. The accumulation of pat¬ 
ents from research done for the government lias increased total pat¬ 
ent portfolios in industry by only an average of about 10 per cent. 
All in all, then, patents from government-financed R & D have an 
imperceptible influence on existing monopoly power. The greater 
concentration of R & D expenditures than of patents is evidence, 
though it can hardly be conclusive, of diseconomies of scale in the 
inventive process. We conclude that our findings do not support a 
major change in policy on the disposition of patent rights in con¬ 
tracts for research and development. Rev. Econ. Stat., 1967, 49(3), 
English. The George Washington University 

Williamson, O. E. Efificiencies as an Antitrust Defense: The Wel¬ 
fare Tradeoffs. 

Suppose that a horizontal merger (or other combination) is pro¬ 
posed that yields economies but at the same time increases market 
power. Can the courts safely rely in these circumstances on a literal 
reading of the law which prohibits mergers “Where in any line of 
commerce or any section of the country, the effect of such acquisi¬ 
tion may be substantially to lessen competition or to tend to create a 
monopoly,” or does this run the risk of serious economic loss? A ra¬ 
tional treatment of the merger question obviously requires that the 
relevant theory be developed so as to evaluate the allocative impli¬ 
cations of the scale economy and market power effects associated 
with a merger. 

A partial equilibrium model with wliich to characterize the trade¬ 
offs between efficiency and price effects is developed in the first 
part of the paper. It supports the following proposition; a merger 
which yields non-trivial real economies must produce substantial 
market power and result in relatively large price increases for the 
net allocative effects to be negative. A variety of qualifications to the 
naive model are examined next. The relevance of the analysis for 
dissolution, vertical mergers, and conglomerate mergers completes 
the paper. American Econ. Rev., March 1968, 58(1), English. Uni¬ 
versity of Pennsylvania, USA 
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Jour. Transport Econ. and Policy, Sept. 1967. 
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Abbott, J. C. Agricultural Marketing Boards in the Developing 
Countries. 

Marketing boards which are set up by government action, with 
broad responsibilities and powers of compulsion over producers and 
handlers of defined commodities, play an increasingly important role 
in the developing countries. Six broad types are distinguished; advi¬ 
sory and promotional boards, regulatory boards, boards stabilizing 
prices witliout engaging in trade, boards stabilizing prices by trad¬ 
ing alongside other enterprises, export monopoly marketing boards, 
and domestic monopoly marketing boards. Better techniques are 
needed for analyzing and improving the efficiency of these boards. 
Criteria for appraisal include ability to raise producer bargaining 
power, to stabilize supplies and prices, to improve marketing ser¬ 
vices and to reduce marketing margins, within the administrative 
constraints and marketing conditions prevalent in tlie developing 
countries. Tax implications, staflBng arrangements, and varying stan¬ 
dards of political and personal integritv arc issues commonly raised. 
Effective appraisal calls for a greater willingness on the part of the 
boards to allow access to information about tlieir operations than is 
to be found generally at present. Jour. Farm Econ., Aug. 1967, 
49(3), pp. 705-22 (English). Food and Agriculture Organization, 
Rome, Italy 

Bottomley, A. An Agricultural Employment Program for Ecuador 
{Programa de Emplco Para la Agricultura del Ecuador). 

This article sets forth the proposition that the optimum use of a 
country’s labour force is (1) where the MRPs of the various kinds of 
labour are at a maximum, given the availability of the other factors 
of production, (2) where the MRP of workers having a parUcular 
level of skill is equal everywhere, and (3) where employment is 
maintained at a level where the MRP of labour equals its wage. It is 
pointed out that a planning authority should attempt to determine 
the extent to which the wages, the marginal revenue productivity, 
and the levels of employment of a country’s work-force depart from 
these criteria. It should try to explain such divergences, and it 
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hould devise programmes for their elimination. In this article these 
considerations are illustrated by reference to the situation which ob¬ 
tains in the agricultural sector of the economy of the Republic of 
Ecuador. 

The general conclusion is that the above criteria can best be met 
by pressing opportunities for further land settlement to the full 
wherever this is possible. Improved techniques and the use of more 
capital on tlie intensive margin of cultivation constitutes a much 
longer term solution, and, although they should not be ignored, the 
prominence which they now occupy as a panacea for agricultural 
policy in underdeveloped countries is far from being justified. De- 
sarrollo Economico, Apr.-June 1967, 7(25), pp. 831-58 (Spanish). 
University of Bradford, England 


Boussard, J. M. and Petit, M. Representation of Farmers’ Behavior 

under Uncertainty with a Focus-Loss Constraint. 

This article presents a method for talcing uncertainty into account 
when representing farmers' production decisions. The main assump¬ 
tion is that fanners maximize their profit provided that the possibil¬ 
ity of ruin is negligible. Tlie possibility of ruin is viewed as being 
closely related to Shackle’s focus of loss. Results of a study incorpo¬ 
rating the analytical apparatus developed from this assumption are 
given here. In the particular case of fanners in southern France, the 
results lend support to the proposed procedure in spite of the arbi¬ 
trariness involved in estimating some parameters and particularly 
the foci of loss. Jour. Farm Econ., Nov. 1967, 49(4), pp. 869-80 (En¬ 
glish). National de la Recherche Agronomique, Paris 


Burt, O. R. and Johnson, R. D. Strategies for Wheat Production 

in the Great Plains. 

A sequential decision model is formulated for wheat-fallow deci¬ 
sions on land use. Dynamic programming is used to refine and ex¬ 
tend earlier work wMch used an expected-value criterion. Asymp¬ 
totic variances and covariances of net retiuns are derived for the 
Markovian models implied by various strategies, and these are used 
to analyze strategies based on the joint criteria of expected value 
and variance of net returns. Jour. Farm Econ., Nov. 1967, 49(4), pp. 
881-99 (English). University of Missouri, Columbia, and USDA 
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Chennareddy, V. Production Efficiency in South Indian Agriculture. 

The question of how efficiently fanners use farm resources in a 
peasant agriculture has been a topic of substantial interest. The con¬ 
clusion of this article is that the available empirical evidence does 
not lead to the rejection of the hypothesis of production efficiency in 
tlje traditional South Indian agriculture. Tliis conclusion indicates 
that a rapid and mass development of agriculture in India can be 
achieved only by breaking through the traditional state of arts and 
introducing modem technology in a package consisting of new in¬ 
puts, agricultural education, special skills and techniques, and com¬ 
petent guidance in farm planning. Jour. Farm Econ., Nov. 1967, 
49(4), pp. 816-20 (English). Tennessee Valley Authority, Muscle 
Shoals, Alabama 


Clark, C. Von Tinmen s Isolated State. 

Ricardo formulated his theory of rent in terms of an indillerenti- 
ated agricultural product. In the days of horse transport however 
Von Thunen’s theory was more nearly applicable, namely that trans¬ 
port costs were the cause, and rents the consequence, of important 
differentiations between zones of agricultural, grazing and forest 
production. Tlie need for local supplies of milk and vegetables, to¬ 
gether with hea\y manuring from town stables, created zones of ex¬ 
tremely fiighly rented land in the immediate neighbourhood of 
towns. Wood for fuel and building also had to be within easy access 
of the town. 

In the early 19th century, in Von Tliunen’s neighbourhood, some 
37 km from Rostock, pre-tax rent appears to have constituted about 
30!? of gross agricultural product exclusive of farm buildings and ad¬ 
ministrative costs, or some 45% inclusive of those items. Transport 
costs took the equivalent of 2.7 kg out of each ton of rye for each 
kilometre it was transported. However, net rent would not disappear 
at 110 km. from the town, as might at first sight be calculated, be¬ 
cause wages and other local costs tended to be fixed in rye terms, and 
tlierefore fell in money terms. Beyond some 200 km. from the mar¬ 
ket however only livestock products could be produced for sale. At 
this time in Meckleburg the old three-field system was giving place 
to more complex rotations, introduced from Western Europe. Oxford 
Econ. Papers, Nov. 1967, NS, 19(3), p. 365 fiF (English). 
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jOMBE, P. M. Water Allocatioii—Trends in Economic Analysis in the 

United States. 

Water allocation lends itself particularly to quantitative analysis 
because the effects of the physical, legal and qualitative characteris¬ 
tics of this economic resource can be subjected to optimization tech¬ 
niques. One can thus investigate what would be the optimal alloca- 
jon of a given supply of water with a view to ascertaining both the 
extent and the direction of desirable transfers of uses. Similarly, to 
determine tlie optimal development of a given supply, one should 
not confine oneself to analysing the benefits of public investment but 
should try, by means of a broader and more rigorous method, to es¬ 
tablish optimal systems of resources, especially those that maximize 
the qualitative utility of water. Optimization, however, is restricted 
to defining eflBcient allocation, whereas the mechanism of actual al¬ 
location and its structural factors, including the decision-making 
processes, also require to be explained. Revue Economique, 1967 
No. 5, French 

CouBT, R. H. Supply Response of New Zealand Sheep Farmers. 

Production and export of pastoral produce is of prime importance 
to the New Zealand economy. This paper attempts to isolate eco¬ 
nomic influences on the production ot the tliree main meats and to¬ 
wards this end a model is constructed allowing for the interdepen¬ 
dence of farmers’ decisions and production over time. 

Some numerical estimates are given for the derived supply func¬ 
tions. Econ. Record, May 1967, 43(102), pp. 298-302 (English). 
Lincoln College, University of Canterbury 

Dardis, R. The Welfare Cost of Grain Protection in tlie United 

Kingdom. 

The welfare cost of grain protection in the United Kingdom was 
estimated for the year 1959-60. A production cost only was estimated 
since the deficiency payments system employed in the United King¬ 
dom ensured that consumer prices were equivalent to free market 
prices. The production cost was a function of tlie degree of protec¬ 
tion (difference between producer and consumer prices), the elas¬ 
ticity of domestic supply, and the value of domestic production. 
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Both absolute and relative costs of protection were obtained. Be¬ 
cause of inelastic supply conditions, moderate margins of protection, 
and the absence of a consumption cost, relative costs of protection 
ranged from three to ten percent of the change in producers’ sur¬ 
plus. The results indicate the influence of a particular method of 
support for agriculture on the cost of protection. Jour. Farm Econ., 
Aug. 1967, 49(3), pp. 597-609 (English). Cornell University 


Davidson, B. R., Mabtin, B. R. and Mauldon, R. G. The Applica¬ 
tion of Experimental Research to Farm Production. 

Field experiments are the scientist’s chief means for assessing ani¬ 
mal and plant productivity potential. Evidence is assembled in this 
article which indicates that farm yields are less than experimental 
yields for important classes of experiments and farms. This variation 
is the result of differences between the circumstances in which ex¬ 
periments are conducted and those in which farms are operated. 
Farm yields can be expected to be less than experimental yields for 
valid economic reasons, and these reasons should be borne in mind 
by those who plan experiments and interpret experimental results. 
Jour. Farm Econ., Nov. 1967, 49(4), pp. 900-07 (English), Univer¬ 
sity of Sydney and University of Western Australia 


Eidman, V. R., Dean, G. W. and Cabter, H. O. An Application of 

Statistical Decision Theory to Commercial Turkey Production. 

’Tliis article pros ides an empirical appHcation of Bayesian decision 
theory to management decisions under uncertainty. The empirical 
problem is one of choice between contract and independent produc¬ 
tion turkeys. The major random variables affecting incomes are 
product prices and mortality rates. The optimal action is first deter¬ 
mined where only prior probabilities of the states of nature are 
available. Optimal strategies are then determined where a price¬ 
forecasting model is available and posterior probabilities of the 
states are determined. The value of the additional information pro¬ 
vided by the price-forecasting model is substantial. Simulated 
growth in firm net worth is faster and more stable when the price¬ 
forecasting model is used. Jour. Farm Econ., Nov. 1967, 49(4), pp. 
852-68 (English. Oklahoma State University and University of CaU- 
fomia, Davis. 
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Gisser, M. Needed Adjustments in the Supply of Farm Labor. 

The problem of farm labor adjustment to economic growth is 
considered. The article attempts (a) to construct a theoretical 
model of the farm labor market, (b) to utilize available econometric 
estimates of parameters appearing in the demand for and supply of 
farm labor, (c) to estimate the annual sliift in the supply of farm 
labor which is required in order to achieve a rise in the farm wage 
rate comparable with the rise of nonfarm wages. Jour. Farm Econ., 
Nov. 1967,49(4), pp. 806-15 (English). 


Grove, E, W. “Realized” Faim Income: An Outmoded Concept? 

“Realized” farm income estimates have been used for many years. 
They differ from “total” net income, a more recently developed se¬ 
ries, only in that the latter includes the value of net changes, plus or 
minus, in farm inventories of aops and livestock. Tlie “total” concept 
and series are in line with current requirements, but are frequently 
confused with the “realized” concept and series; so the question 
arises as to whether continuation of the “realized” series can be justi¬ 
fied. After discussion of historical, theoretical, and statistical aspects 
of this question, a negative answer is given, because (1) the “real¬ 
ized” series has brought confusion, (2) it is contrary to accepted in¬ 
come theory, (3) it provides users with an undesir.ible choice of 
series, (4) it may be the less reliable of the two series, (5) it has 
omitted significant amounts of legitimate farm income, and (6) it 
has had an unrealistic smoothing effect on farm income estimates. 
Jour. Farm Econ., Nov. 1967, 49(4), pp. 795-805 (English). USDA 


Harris, E. S. Impact of Transportation Changes on Price Structures 

in City Milk Markets. 

The sporadic occurrence of price wars in city milk markets sinee 
World War II raises the question of imderlying causes. This article 
suggests that these are to be found in the great advances in trans¬ 
portation. The ability to move milk rapidly and cheaply over great 
distances has made indmdual cities and their environs less meaning¬ 
ful as separate and distinct markets. Within the city, the use of pri¬ 
vate cars for shopping has made stores wore important in selling 
milk. As a result, milk distributors within each city can no longer de¬ 
termine prices by themselves. They must reckon with the competi- 
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tion of distantly based milk distributors and they must also share 
tlieir price making powers with retail outlets in the city. Instability 
of prices is seen as a symptom of a period of transition during which 
business enterprises are expanded and reorganized to cope with the 
changed market situation. Jour. Farm Econ., Nov. 1967, 49(4), pp. 
844-51 (English). Howard University 


Herrmann, R. O. Interaction Effects and the Analysis of Household 

Food Expenditures. 

Past studies of household food expenditure suggest that the effect 
of income on expenditure varies among households of different sizes 
and in different urbanization and region categories. No systematic 
investigation has been made, however, of these or other interactions 
among the independent variables used to explain household food ex¬ 
penditures. In this study, data from the 1955 USDA Household 
Food Consumption Survey are examined through the use of a spe¬ 
cial program dcvclop(.‘d by Sonquist and Morgan for the detection 
of interaction effects. Three important interactions affecting expen¬ 
ditures for food and beverages consumed at home were found be¬ 
tween household size and income, between household size and ur¬ 
banization, and among household size, urbanization, and income. 
Jour. Farm I'.cun., Nov. 1967, 49(4), pp. 821-32, (English). The 
Pennsylvania State University 


Howe, C. W. Water Resources and Regional Economic Growth in 

the United States, 1950-1960. 

Growtli of employment by county is related to several measures of 
water availability of partitioning the counties into classes declined in 
terms of water supply related characteristics. It is found that water 
did not constitute a bottleneck to rapid growth in the major water 
deficit areas, and plentiful supplies failed to raise the growth rate of 
the midcontinent water surplus areas close to the national average. 
Counties contiguous with the inland waterways and Great Lakes 
exhibited growth rates substantially below the national average, 
while coastal areas grew at rates far above the national average. 
When regional growth rates are taken as norms, on the assumption 
that non-water factors account for interregional differentials in 
growth rates, it is found that waterway contiguous counties grew 
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:aster than others in the same region, for all mid-continent regions. 
Tie opposite was true for coastal regions. Streamflow and runofiF 
ailed to show any relationship to growth rates. Southern Jour. 
Icon., Jan. 1968, 34(3), English. Resources for the Future, Inc., 
•Vashington, DC 

OHNSON, S. R. A Re-examination of the Farm Diversification 

Problem. 

The problem of selecting combinations of enterprises for farms is 
imilar in nature to the portfolio problem for the investor. That is, 
.vhen net incomes from farm enterprises are viewed in probabilistic 
terms and the farm is assumed to be endowed with a particular 
imount of land, the problem of selecting an optimal mix of enter¬ 
prises can be inteqireted as a special case of the portfolio problem, 
ilecognition of the similarity of the two problems provides a basis 
for applying the results of recent research in portfolio analysis to 
tudying farm diversification. In particular, the separation theorem 
and its immediate corollaries suggest a solution to the farm diversifi- 
;ation problem under rather general conditions regarding both the 
lecision maker’s preference for risk and the feasible set determined 
•ly alternative mixes of enterprises. An application of this theorem to 
the farm diversification problem is made in this article, and a num¬ 
ber of extensions wliich improve the usefulness of the results are 
suggested. Jour. Farm Econ., Aug. 1967, 49(3), pp. 610-21 (En¬ 
glish). University of Connecticut. 


Johnson, S. R., Tefebtiller, K. R. and Moore, D. S. Stochastic 
Linear Programming and Feasibility Problems in Farm Growth 
Analysis. 

If farm growth is defined in terms of asset accumulation, dynamic 
linear programming techniques can be employed to determine rates 
sf growth implied by nonstochastic models based on assumed farm 
situations. Frequently, however, because of the environmental condi¬ 
tions in which farms typically operate, a probabilistic characteriza¬ 
tion of a number of coeflScients in such a model is more realistic. 
A^ith the introduction of these variable coeificients tlie programming 
model is used in calculating feasible rates of growth becomes sto¬ 
chastic. There are two alternative methods of solving these stochas- 
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tic programming models, of which only one, the distribution 
method, is considered in this article. This method is examined for its 
usefulness in establishing feasible rates of growth for a particular 
farm model. An evaluation of the farm growth model and the distri¬ 
bution method of solving the programming problem is then made in 
relation to a farm representative of an area in tlie Texas High Plains. 
Jour. Farm Econ., Nov. 1967, 49{4), pp. 908-19 (English). Univer¬ 
sity of Connecticut, University of Florida and Texas A & M Univer- 
sitv. 

Lawson, R. M. Innovation and Growth in Traditional Agriculture 

of the Lower Volta, Ghana. 

This paper is derived from a study of economic growth of the 
Lower Volta, lOSt-OS. Economic activity increased during this pe¬ 
riod largely as a result of government investment in infra-structure, 
education and health. This had a multiplier effect in creating an in¬ 
crease in service and construction industries, and also led to an in¬ 
crease in agricultural cultivation by about 85^. An overall increase 
in employment was accompanied by a much greater diversity of 
.sources of income in each household. 

In traditional agriculture the outstanding changes were: 1. The 
increase in agricultural productivity per man by about 50%. Even so 
a sample of 25 farming households studied over a period of 16 
months showed that on average each male farmer worked only 174 
days a year, and an average of 4.1 hours on each of these days. 
2. Certain institutional impediments to growth were operating, such 
as the need to spend time on traditional activities, e.g. funerals; reli¬ 
gious ceremonies, visiting relatives, communal labour etc., confor¬ 
mity to a norm in spending and saving habits and the high value of 
leisure. 3. The lending innovators were "marginal individuals” e.g., 
those who were strangers to the traditional society but who were liv¬ 
ing in the area for reasons of employment; those villagers who had 
lived away from the village for some time; those few educated 
villagers such as teachers and others in regular wage employment. It 
was felt unlikely that potential innovators would emerge from the 
traditional sector without considerable influence and assistance from 
outside. Jour. Devel. Studies, Jan. 1968, 4(2), English. University of 
Ghana, Legon, Ghana 
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Lewis, A. B. Training Foreign Graduate Students of Agricultural 

Economics. 

Training in agricultural economics for graduate students from tra¬ 
ditional countries poses special problems for American teachers, 
chiefly because of the very different habits of thought and social 
philosophies of such students. These habits and philosophies are 
typical of the leadership of traditional countries and hinder the agri¬ 
cultural development of these countries in various ways, often lead¬ 
ing to the adoption of unwise national agricultural policies. To 
transform traditional scholars into scientists who can and will ana¬ 
lyze the policies and programs of their own country objectively and 
constructively, teachers in each area of speciahzation in agricultural 
economics should put more stress on practical measurement, the de¬ 
rivation of principles, and their application, and should draw upon 
examples from many parts of the world. The same kind of teaching 
is essential for American graduate students if they are to understand 
and cope with world agricultural economic problems. Jour. Farm 
Econ., Aug. 1967, 49(3), pp. 684-704 (English). Agricultural Devel¬ 
opment Council, Inc. and Taiwan Provincial Chung Hsing Univer¬ 
sity 

Linnemann, H. Problems of Agriculture in Developing Countries. 

{Landbouwproblemen in de ontwikkelingslanden). 

The article discusses four factors causing low rates of growth of 
agricTiltural output in many developing countries. (1) The experi¬ 
ence of generations has made the peasant highly skeptical about 
possibilities to improve production methods and social organization. 
Moreover, at the present low level of living there is no margin al¬ 
lowing the peasant to take the risk of an experiment. The peasant 
will change his traditional behaviour and methods only if he is cer¬ 
tain of the positive effect of such a change, (2) Many necessary im¬ 
provements in agricultural production—like fertilizer use, irrigation, 
better seeds and plant varieties, control of pests and diseases—are 
fully effective only in their proper combination and joint apphea- 
tion. Substantial progress can be made only if the proper package of 
measures is introduced. (3) The present domestic price structure 
and market organization do not encourage a rapid expansion of agri¬ 
cultural output; government poheies aim at keeping prices of food- 
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stuffs for domestic consumption low, and domestic trade is ineffi¬ 
ciently organized and shows high trade margins. (4) Sizeable mi¬ 
gration of agricultural population to urban centres has negatively af¬ 
fected agricultural production capacity. Contrary to what frequently 
has been assumed, the amount of surplus labour in agriculture seems 
to be rather limited if not nonexistent. Also, heavy concentration of 
dcvelojDment expenditure on a few urban centres is likely to have 
created a psychological disincentive for the peasant to step up his 
economic efforts. 

Among the specific forces varying from country to country socio¬ 
logical and cultural factors play an important part. Rapid and sus¬ 
tained agricultural progress can be realized only tlirough a deliber¬ 
ate and concerted effort supported by the entire nation. De Econo¬ 
mist, July-Aug. 1967, 115(4), pp, 449-67 (Dutch). Institute of Social 
Studies, The Hague, and Free University, Amsterdam 


Oi, W. Y. AND Clayton, E. M. A Peasant’s View of a Soviet Col¬ 
lective Farm. 

The typical Soviet collective farm (kolkhoz) is saddled with 
many constraints imposed by central planners. In this paper, we 
modify previous models of cooperative enterprises to analyze how 
two important constraints—the allocation of land to private plots and 
the system of crop quotas—influence the rational response of kolkhoz 
members to policy changes. Throughout, our perspective is tliat of 
the peasant co-op member who is guided by the revisionist trait of 
self-interest. 

Part I of the paper presents a stylized model in which the incomes 
from private plots are explicitly incorporated into the analysis. The 
kolkhoz response to changes in product prices and rents can be sep¬ 
arated into substitution and scale effects. Although a higher rent on 
land reduces the welfare (per capita income) of kolkhoz members, 
the loss in welfare can be minimized by more intensive use of the 
fixed supply of land. This result (also found by Ward, AER 1958) 
which seems so paradoxical, is shown to be quite rational. In Part 
II, we examine the kolklioz response to quotas. The analysis here 
shows tliat the quota is an effective means of promoting larger out¬ 
puts of the collective crop mainly through the diabolical spread be¬ 
tween above-quota and procurement prices. Part III re-examines an 
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earlier assumption that different crops (e.g., cotton and potatoes) 
are produced by collective and private sectors of a kolkhoz. None of 
the results obtained in the first two sections is affected by the pro¬ 
duction of two or more crops on collective land. Finally, in Part IV, 
we introduce a supply curve of peasants who are willing to become 
members of a particular kolkhoz. The analysis here indicated tlie 
kinds of policies that could be initiated by planners to increase in¬ 
come, output, and employment on a poor kolkhoz. American Econ. 
Rev., March 1968, 58(1), English. University of Washington, USA 


McCalla, a. F. Pricing in the World Feed Grain Markets. 

The article presents a conceptual framework useful in exploring 
past world feed grain price behavior and for suggesting important 
variables, structural and behavioral, likely to affect future price 
movements. 

Two simplifying assumptions are made; (1) the various feed 
grains are suflSciently close substitutes in consumption to permit the 
use of com prices as a proxy for feed grain prices; and (2) the total 
demand for feed grains, including grower-fed grains, is derived from 
the demand for meat. The model contains tv'o structural assump¬ 
tions: (1) the U.S. market for feed grains is essentially competitive 
though CCC operations have actual and potential price influences; 
and (2) the volume and stock dominance of the United States 
makes the U.S. market the price-setting market for world trade. The 
major behavioral assumption is that the U.S. acts in accordance witli 
domestic objectives to maintain price between the loan rate and the 
selling-out price by stock acquisition and disposal and in the longer 
run by acreage diversion. 

World import demand is derived by netting importers’ domestic 
supply and demand functions. Given the nature of EEC and United 
Kingdom farm programs, the import demand for feed grains is 
largely unresponsive to changes in world price. Net supply functions 
from the other exporters are derived in a similar fashion. These 
functions are added to U.S. domestic functions to form world supply 
and demand schedules. Tire CCC is conceptualized as perfectly 
elastic demander at tlie loan rate and a perfectly elastic supplier at a 
policy-determined selling-out price within the limits of stock availa¬ 
bility. 
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A review of the postwar feed grain market, while indicating ex¬ 
ceptions, does confirm the validity of the general features of the 
model. The model shows the dominant influence of U.S. feed grains 
policy in world feed grain pricing. Agricultural Econ. Research, Oct. 
1967, 19(4), pp. 93-102 (English). University of California, Davis 


Pktkuson, W. L. Returns to Poultry Research in the United States. 

Two approaches are used to estimate a rate of return to invest¬ 
ment in poultry research. Tlic index number approach utilizes pro¬ 
ductivity indexes to measure downward shifts in the long-run poul¬ 
try supply function in order to obtain estimates of annual value of 
consumer surplus, or “resources saved,” resulting from increased 
efficiency in the production of poultry products. The flow of annual 
net social returns is then related to the flow of annual poultry re¬ 
search expenditures to obtain a rate of return to research. In the 
production function approach, state experiment research is included 
as a separate variable in an aggregate poultry production function in 
order to estimate the marginal product of poultry research. ITie re¬ 
sults indicate tliat past investment in poultry research has been 
yielding a return of about 20 to 30 percent per year from the date of 
investment. Jour. Farm Econ., Aug. 1967, 49(3), pp. 656-69 (En¬ 
glish). University of Minnesota 


Powers, M. J. Effects of Contract Provisions on the Success of a 

Futures Contract. 

This article investigates the effect of contract provisions in attract¬ 
ing hedgers to a futures market. The new pork bellies futures con¬ 
tract initiated in 1961 resulted in very light trading during the first 
18 months. Six provisions of the contract which caused dissatisfac¬ 
tion among traders were those dealing witli shrinkage allowance, 
limitations on storage time, grades and standards, transportation al¬ 
lowance, methods of storage protection, and delivery time. After 
these provisions were revised in 1962 and 1963 in such a way as to 
bring them into closer correspondence with trade practices, hedger 
utilization increased rapidly and steadily. Jour. Farm Econ., Nov. 
1967, 49(4), pp. 833-43 (English). South Dakota State University 
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Russell, S. A Seasonal Pricing Plan for Milk. 

Seasonal pricing of milk is practiced in most fluid milk markets in 
the United States to provide producers with an incentive for keep¬ 
ing supplies in line vrith fluid needs. The effect of present seasonal 
pricing systems on producers’ annual returns may be less than it is 
believed to be. An analysis in which Boston blend prices were used 
to price 12 New England seasonal patterns showed little variation in 
annual returns regardless of the production pattern. A new system is 
suggested for determining each producer's contribution to market 
imbalance. A graded deduction from payments to those who contrib¬ 
ute the most to imbalance is used to make premium payments to 
those who more nearly conform to market needs. The suggested sys¬ 
tem goes far in separating seasonal pricing from other price changes, 
increases the incentive for a balanced supply, and rewards or penal¬ 
izes individuals on the basis of their contribution to the market sup¬ 
ply. Jour. Farm Econ., Aug. 1967, 49(3), pp. 643-55 (English). Uni¬ 
versity of Massachusetts 


Shaw, L. H. Alternative Measures of Aggregate Inputs and Pro¬ 
ductivity in Agriculture. 

Certain inconsistencies exist in the current measurement of aggre¬ 
gate inputs and productivity in agriculture. These inconsistencies re¬ 
sult from an implicit neglect of composition, a phenomenon of 
aggregate production. An alternative way of measuring the compo¬ 
nents of aggregate production, which considers composition as a 
separate component, is proposed. This alternative affords consistent 
treatment of both measures of aggregate inputs and productivity 
and places focus on changes in the structure of production as a 
source of growth. Jour. Farm Econ., Aug. 1967, 49(3), pp. 670-83 
(English). Vanderbilt University 

Welch, F. Supply Control Witlr Marketable Quotas: The Cost of 
Uncertainty. 

Although the importance of risk and uncertainty was recognized 
in the early literature on agricultural policy, more recent analyses 
tend to abstract from these considerations. In particular, the supply 
control model, once high on the economist’s agricultural policy 
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agenda, has not been analyzed with production as a stochastic v 
able. This article dcjnonstrates that supply control under conditic 
ol uncertainty ri'sults in social costs above those predicted by c 
tainty analysis. Special emj)hasis is given to (1) the variance of t 
ijMpri'e the protlm-et receives for his product and (^the e 

frei of supply contjolon the cqiiJUbniiw quantity stored The opt 
/rt.iJity of ill a conipctitivc niarhet is demonstratedf and it i. 

argued Lhiit if control, equilihriiini storage is increased by introduc 
ing siipplv, the increast'd costs should he included in approximating 
tlic vvclf.iro costs of the policy. Jot/r. Farm Econ., Aug. 1967, 49(3), 
pp. 581-96 (English). Southern Methodist University 


Ausja. 1 ), R. The grouth of tenurial institutions in West Pakistan—a new ap- 
puuch. P.injab Uiiiv. Econ., June 1967, pp. 30-53. 

Alcaov, R. E. Aggregation and gra\dfy models; some empirical evidence. 
Jour. Reg. Sci., .summer 1967, pjx 61-74. 

Bicxet., W. Bauerliclie Einkommen unci cler sogenannte Paritiitsunspruch der 
Landwirtschaft. Seliwe/z. Zeitsclir. f. Volkswii tscluift iind St.it., Sept. 1967, 
lip. 309-2-1, 

Bonetii, E. II (li.strctlo centralc d’affari. Ras.sc“gna Iscon., July-Aug. 1967, 
pp, 781-802. 

RnowN, K M Tlip .simjile c-conomics of some urban problein.s, Ohio State 
Uriiv. Bull. Bus. Research, Oct. 1967, pp. 1, 6-9, 

Chowhhuky, U. D, B. Study of trends in consumcT exjienditure, 1953-54 to 
1900-61. Indian ICcou. Rev., Oct. pp. 13-1]. 

Crooke, ]'. Rural .settlement and housing trends in a developing country; an 
example in Nigeria. Iriteniat. Lab. Rev., Sept, 1967, pp, 280-91. 

0.rs, A. Fond .situation in India since intlepenclencc'. Econ. .Afl’airs, July-Aug. 
1967, pp. .321-30. 

DC Ko.ster FuENi'ca, P. Desarrollo econoinico Iwsado en c-l progreso de la 
agricultuia. (With English .summary.) Econ. PoKtica, 1966, 3(4), pp. 417- 
30. 

DcLL’AMonE, G. Le Ixisi monelarie e finanziarie dcllo sviluppo deU’agricoltar.r. 
(With English summary.) Risparmio, July 1967, pp, 71-90. 

Desat, V, R. M. The foocl problem. Econ. Affairs, July-Aug. 1967, pp. 333-46. 

Eidmnn, V. R., Dean, G. W. and Cahter, H. O. An applicalion of statistical 
decision theory to commercial turkey production. Jour. Farm Econ., Nov. 
1967. 

Cafitvey, M. Benefits of farm programs, II. Am. Jour. Econ. Soc., Oct. 1967, 
pp. 417-24. 

GEoncEscu-RoEr.EN, N. Teoria econdmica y economfa agraria. Trimestre Econ., 
Oct.-Dec. 1067, pp. 589-6,38. 

Klatzmann, J. Existe una solucion para los probicmas agri'colns de los parses 
subdcsarrolfados? (With English summary.) Desarrollo Econ., April-June 
1967, pp. 781-94. 

Kao, C. H. C. An analysis of agricultural output increase on Taiwan, 1953- 
1964. Jorrr. Asian Stud., Aug. 1967, pp. 611-26. 

Kilby, P. The Nigerian palm oil incfustiy. Food Research Inst. Stud., 1967, 
7(2), pp. 177-203. 
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KuMABA SwAMY, M. R. The anatomy of India’s food problem and health of 
the economy. Econ. Affairs, July-Aug. 1967, pp. 347-52. 

Lahson, a. B. The quiddity or the cobweb theorem. Food Research Inst. 
Stud., 1967, 7(2). pp. 165-75. 

LeurQUIn, P. P. Rice in Columbia: a case study in agricultural development. 

Food Research Inst. Stud., 1967, 7(2), pp. 217-303. 

Massell, B. F. Farm management in peasant agriculture: an empirical study. 

Food Research Inst. Stud., 1967, 7(2), pp. 205-15. 

MATKOvic, D. Die Forst-un Holzwirtschaft Jugoslawiens. Der Donauraum, 
1967, 12(3), pp. 156-60. 

O’Neili., R. W. Housing in our urban future. Oregon Bus. Rev., Oct. 1967, 
pp. 1-5. 

Rajamani, a. N. India’s food problem in world setting. Econ. Affairs, July- 
Aug. 19OT, pp. 353-56. 

Rao, C. II. H. Alternative explanations of the inverse relationship between 
farm size and output per acre in India. Indian Econ. Rev., Oct. 1966, pp. 
1 - 12 . 



Labor Economics 

Az>AArs, D. n., JB. Wage Rates in Philadelphia, 1790-1830. 

Despite a great deal of current research in pre-Civil War United 
States economic history, data concerning both money and real wage 
rates remains fragmentary and scattered. 

This article concentrates on one geographic area—Philadelphia— 
and develops fairly complete time series of wage rates for a variety 
of occupations including; ship carpenters, joiners, riggers, sawyers, 
caulkers, house carpenters, painters, bricklayers, plasterers, stone 
cutters, masons, common laborers, agricultural laborers, domestics 
and mariners. 

Occupational comparisons are made on the basis of skilled and 
unskilled labor, private employment and public employment, agri¬ 
cultural and non-agricultvnal pursuits and industrial differentials. 

A cost of living index was developed for the Philadelphia area and 
applied to the money wage data to obtain real wage rates series. 
The rather pronounced upward trend in real wages of all occupa¬ 
tions following the War of 1812 indicates that real incomes in the 
Philadelphia area began a secular increase prior to the data es¬ 
tablished for the United States by other recent studies. Jour. Econ. 
Hist., Dec. 1967, 7(4), pp. 608-610 (English). United States Naval 
Academy, Annapolis, Maryland 


Barbash, J. Union Interests in Apprenticesliip and Other Training 
Forms. 

The major focus of tliis exploratory formulation of union interest 
in apprenticeship and other forms of training is on three main envi¬ 
ronments: craft union apprenticeships, the concern of industrial 
unions with training concurrent with employment, and the labor 
movement’s social policy interests in training. For craft unions, the 
apprenticeship system is primarily but not exclusively a method of 
exercising control over wages by regulating the supply of labor for 
the craft. The industrial union seeks primarily to fix the price of 
labor and approaches training as a problem affecting that price, not 
as a mechanism for the control of the labor supply. Problems of 
structural unemployment, poverty, civil rights, and economic 
growth, combined with the availability of pubhc funds for training, 
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have contributed to the expansion of union interests in training. 
Jour. Human Resources, Winter 1968, 3(1), pp. 63-85 (English). 


Babth, P. S. Unemployment and Labor Force Participation. 

The labor force participation rate of males and females by age is 
examined in a time series analysis using quarterly data of the U.S. 
from 1948 to 1964. Some recent tests of the **discouraged-worker” 
and additional-worker” hypotheses are respecified and a simple dis¬ 
tributed lag model is applied to determine the impact of the unem¬ 
ployment rate on the labor force participation rates of these various 
age-sex classes. 

No attempt is made to analyze long-run factors which affect labor 
force participation. It is evident, however, tliat a simple trend vari¬ 
able can explain a very large amount of the variation in participa¬ 
tion rates over time for certain age-sex classes. To a limited degree 
the “discouraged-worker” effect seems to dominate the “additional- 
worker” effect, i.e. unemployment rates for some groups are in¬ 
versely correlated with labor force participation. The magnitude of 
this response is estimated here to be quite small. Southern Journ. 
Econ., Jan, 1968, 34(3) English. Ohio State University, USA 

Behman, S. Wage-Determination Process in United States Manu¬ 
facturing. 

The major thesis of this paper is that the employed, particularly 
skilled workers with inter-industry mobility, influenced the observed 
magnitudes of wage changes in aggregate manufacturing in the 
postwar period. 

The first part of the paper develops the theory and tests the 
skilled-worker hypothesis by applying rank correlation and regres¬ 
sion methods to disaggregated manufacturing data. Mobility charac¬ 
teristics of the skilled are compared with those of the semiskilled 
and the unskilled by using relative variations in quit rates among 
the manufacturing divisions. In a further test of the hypothesis, 
wage changes arc related to new hire rates for each sector in manu¬ 
facturing and then the explained variances from these sectoral equa¬ 
tions are regressed on the employment fractions for the tlu-ee pro¬ 
duction-worker groups. 

The disaggregated data analyses provide insights into the wage- 
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determination process for total manufacturing, postulated as a two- 
phase phenomenon—an employment-effect phase and a net of excess- 
demand phase. The multiple regression equation which relates wage 
changes to tlie two variables used as proxies for the above phases 
(rehircs and new hires minus quits) is examined for its predictive 
power and compared with a simpler equation which relates wage 
changes to quits. 

Viewing tlie wage-determination process as a two-phase phe¬ 
nomenon indicates why tests relating wage changes to employment 
changes have not been successful. Employment changes need not be 
related to wage changes when labor demand increases along an infi¬ 
nitely c lastic range of die labor supply curve. 

The relationship between the turnover variables used in the em¬ 
pirical work and the civilian unemployment rate is examined. The 
test results favor the turnover variables which yield more informa¬ 
tion regarding the nature of dynamic w'age determination. Quart. 
Jour. Econ., Feb. 1968, S2(l), English. 

Beix, F. W. Tlie Relation of the Region, Industrial Mix and Pro¬ 
duction Function to Metropoh'tan Wage Levels. 

Recent labor market analysis has been conducted by two raUier 
distinct groups of economists. Solow, Minasian and Ferguson have 
extensively explored the impact of regional w'age diflFerentials on 
factor proportions. Others such as Dunlop, Ross, Kerr and Thomp¬ 
son have explored wage making decisions and processes in various 
labor markets with little treatment of the employment effect. This 
paper examines these two approaches using data from 65 U.S. Stan¬ 
dard Metropolitan Areas, with the purpose of developing a compos¬ 
ite theory of wage behavior in and impact on die local labor market. 

By using the CES production function, it was found that the hy¬ 
pothesis of .significant capital-labor substitution across metropolitan 
areas was supported by the data. Regional wage differentials were 
responsible for significant variations in labor input per unit of out¬ 
put representing a large employment effect. 

Next, on the basis of inter-industry and regional wage differen¬ 
tials, we identified for each metropolitan area various combinations 
of favorable (or unfavorable) skill-mix and area effects. Statistically, 
we found a significant positive rank correlation between area and 
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skill-mix effects, which is consistent with the hypothesis that a few 
strategic (base) industries may dominate the local community and 
have a significant impact on smaller, non-base industries. The “wage 
contour” concept is also useful in explaining the relation between 
area and skill-mix effects. 

Finally, it was demonstrated that the use of the CES production 
function in conjunction with the wage contour-export base concept 
where imperfect markets are assumed is possible where tlie seller of 
labor has about the same amount of power as the seller of the prod¬ 
uct. This provided a possible combination of the two approaches 
and hopefully a deeper understanding of both the reasons for and 
the impact of wage differentials across metropolitan areas. Rev. 
Econ. Stat., Aug. 1967, 49(3), English. Federal Reserve Bank of 
Boston; USA 


Gifford, J. K. The Wage-Inflation Fallacy. 

Demand-inflationists admit that inflation could be caused purely 
by a cost-push, if the cost-push could have the effect of diminishing 
total output. All economists have to admit that continuous inflation 
(inflation with stable, or rising, output) cannot happen without an 
excessive increase in total spending, and that the central government 
has an overriding power to determine, within reasonably narrow 
limits, the size of total spending. With stable, or rising, output, the 
government, if it were strong enough, and by using merely normal 
monetary and fiscal measures, could stabilize the price level over the 
long period, with small falls during occasional credit squeezes bal¬ 
anced by small rises during periods of recovery. Even a weak, elec¬ 
tion-conscious, democratic government could succeed in making the 
price level rise slowly over the long period, with no falls during 
slight credit squeezes and only small rises during recoveries. It is 
easy for a government to cause, or allow, even faster inflation. On 
this basis, the author argues that all economists should recognize 
tliat any theory which states that continuous inflation can be caused 
purely by cost-pushes, must be wrong, even if they find it difficult to 
see what is wrong with cost-inflation theory. 

The author then proceeds to argue that a cost-push has no ten¬ 
dency to cause a “natural” increase in total spending. In itself, in 
normal circumstances, an excessive increase in wage rates, if it could 
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happen (which the author states is very unlikely), would merely 
tend to reduce output and employment. He argues that cost-infla¬ 
tionists, in trying to maintain that a cost increase tends to cause a 
“natural” increase in spending, misuse a fundamental principle of 
economic science, tlie assumption “other things being equal”, and 
that they do this by assuming the joint operation of (1) an excessive 
increase of wage rates and (2) a demand expansion, and by attrib¬ 
uting the inflation that would take place in such circumstances to 
the wage increase instead of to the demand expansion. He concludes 
that, in times with stable, or rising, output, wage increases cannot 
cause inflation but are only concerned with the distribution of in¬ 
come between employers and employees, and tliat wage restraint 
cannot prevent such inflation but merely interferes witli the normal 
upward adjustment of wage rates to inflation and increasing average 
productivity. Welticirtschaftliches Archie. Sept. 1967, 99(1), pp. 
23-48 (English). University of Queensland, St. Lucia, Brisbane 


Gould, F, W. The Dynamics of Wage-Drift. 

A tendency has been observed for actual earnings to drift up¬ 
wards from minimum wage rates. In New South Wales, the differen¬ 
tial rale of increase of earnings and wage rates has been approxi¬ 
mately 1.5 per cent in the last ten years. 

In studies of drift, minimum wage rates are usually assumed to be 
the exogenous variable and drift the dependent variable to be ex¬ 
plained, This explanation has tended to be formulated in terms of 
one or a combination of market forces: excess demand for labour, 
excess profits, or productivity increase. However, neither one nor a 
combination of these market forces hypotheses provides a satisfac¬ 
tory explanation of wage-drift. 

An alternative explanation in terms of the impact of a system of 
centralized wage fixation on the wage structure is suggested. Ac¬ 
cording to this ‘structural inflexibility hypothesis’, centralized wage 
fixation has two effects on the wage rate structure: a high degree of 
uniformity of wage rate increases and an ossification of the wage 
rate structure according to the historical pattern of differentials. 
Supplementary or overaward payments are made to introduce the 
flexibility that official wage rate determination continually reduces. 
The degree of adjustment is seen to vary directly with the degree of 
demand for labour. Such an explanation of wage-drift also explains 



Subjects 237 

the observed positive relationship between the rates of increase of 
minimum wage rates and actual earnings. 

But the direction of causality does not run simply from minimum 
wage rates to earnings, as has been assumed, but also from earnings 
to minimum wage rates via the ‘award rate determination-drift feed¬ 
back’ mechanism. The total drift of actual earnings away from mini¬ 
mum wage rates influences, with a lag, the subsequent amount of 
wage rate increase. 

If the causes of wage-drift are to be avoided, wages policy should 
move away from a greater degree of centralization towards greater 
differentiation and atomization. By thus reducing the coverage of 
any wage rate increase, the feedback effect of actual earnings of 
wage rate determination would also be reduced. Econ Record, Sept. 
1967, 43(103), pp. 371-94 (English). University of New South 
Wales 


Knight, J. B. The Determination of Wages and Salaries in Uganda. 

An attempt is made to explain the determination of wages and sal¬ 
aries in Uganda, and in particular the extent to which earnings are 
determined by market forces. Income from employment is unequally 
distributed, and accordingly the markets for unskilled labour and 
higher-paid workers are analysed separately. 

The influence on wages of market forces, government policy, 
trade-union activity and employers’ behaviour are considered in 
turn. The rapid increase in wages over the last decade cannot be ex¬ 
plained in terms of market forces, since income from wage employ¬ 
ment rose from levels corresponding to peasant out[)ut per worker to 
levels approaching peasant output per family, despite growing ex¬ 
cess labour supply. The influence of government, both as an em¬ 
ployer and through minimum wage legislation, is found to be con¬ 
siderable. 

Salaries are correlated with both education and race, but the data 
are inadequate to separate the effects of these two factors. Salaries 
may be determined either by market forces (high salaries represent¬ 
ing a scarcity rent) or by institutional factois (expatriate salaries 
having been taken over by local staff). A major part of the salary 
bill is paid by a non-profit-making monopsonist, i.e. the public sec¬ 
tor. Nevertheless, there is evidence that both market forces and in¬ 
stitutional pressures operate to support the level of salaries. How- 
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ever, some progress has been made during the last decade in divorc¬ 
ing the salaries of local educated manpower from world market 
rates. 

The picture vvliich emerges is one of considerable market imper¬ 
fection, producing disequilibrium in the labour market. This imper¬ 
fection reflects the market dominance of the public sector, and the 
balance of political power amongst the salariat, the wage-earners 
and the peasantry. Bull. Oxford Inst. Econ. h Stat., Aug. 1967, 
29(3), pp. 233-64 (English). 

SESTiBN, A. K. Upward Labor Mobility: Opportunity or Incentive? 

Voluntary labor mobility by production workers in manufacturing 
is studied by regressing quit rates (by industry and year) on rela¬ 
tive wages and average unemployment, as proxies for incentive and 
opportunity, respectively. After appropriate statistical adjustments, 
both variables together about four-fifths of tire variation in quit 
rates, with unemployment explaining considerably more than relative 
wages, ft is concluded that in the period covered (1950-1965), the 
job vacancy liypothesis is a better explanation of labor mobility than 
is the classical competitive tlieory. Quart. Jour. Econ., Feb. 1968, 
S2(l), English. University of Pennsylvarna, USA 


Skeeis, J. W. and Faibbanks, R. P. Publish or Perish: An Analysis 
of Publishing and Non-publishing Economists. 

Recent studies of the labor market for academic economists have 
generally neglected a key variable—publication. Using a cross-sec¬ 
tional sample of academic economists (N = 1098), this paper exam¬ 
ines how publication, or lack of it, affects a number of geographic 
moves, patterns of promotion, and general career changes. The pub¬ 
lication variable is further refined to distinguish possible qualitatives 
and quantitative differences. 

Generally the two and three dimensional chi square tests used in 
the study revealed publication was associated with distinctive labor 
market patterns. One instance is that publishing economists are 
more mobile than non-publishers. In looking at whether academi¬ 
cians sought internal or external routes for promotion, one finds, for 
example, that more publishing economists were promoted to full 
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professors internally than expected. These and other findings pro- 
yide a logical framework for relating publication and academic 
abor market activity. Finally the data suggests that quantity, rather 
than quality, of publication may be more important as an explana¬ 
tory variable for at least the labor market conditions at the time of 
ihe sample. Two factors, regional graphic mobility and quality 
differences of schools, are currently being examined to determine 
their relation to the publication hypothesis. Southern Jour. Econ., 
an. 1968, 34(3) English. Northern Illinois University 


Thboop, a. W. The Union-Nonunion Wage Differential and Cost- 

Push Inflation. 

One of two general types of cost-push inflation models might ex¬ 
plain the inflationary bias manifested by the Phillips cuiwe of the 
1950s. In one model nonunion wages are determined by competitive 
market forces; and the primary impact of labor unionism is on the 
structure, not the general level, of money wages. A cost-push infla¬ 
tion would be temporary since unions would eventually be able to 
obtain an equilibrium relative wage advantage for their members. 
As the differential between union and nonunion wages ceased to 
widen, cost-push inflation would come to an end. In the alternative 
model union wage gains are transmitted in one way or another to 
nonunion workers. Cost-push inflation would be a permanent feature 
of the economy in this case because unions would never be able to 
reach an equilibrium. 

This article presents evidence in support of the hypothesis that 
union pressure on wages was the source of a once and for all cost- 
push inflation druing the 1950s. A model for measuring the average 
percentage wage differential between union labor and nonunion 
labor of comparable skill is discussed, and its parameters are esti¬ 
mated. An increase in the union-nonunion wage differential of ap¬ 
proximately 12 percentage points is found for the decade of the 
'fifties. Growth of this differential is calculated to have resulted in an 
upward shift of the manufacturing Phillips curve of about one per¬ 
centage point on the assumption that nonunion wages advanced at a 
normal rate in relation to unemployment. The initial disequilibrium 
of labor unions is attributed to the rapid growth of union member¬ 
ship which took place in the early 1940s during wartime wage con- 
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trols and to a relative rigidity of union wages during the demand 
inflation which followed. American Econ. Rev., March 1968, 58(1), 
English. Dartmouth College, USA 

Williamson, O. E. Wage Rates as a Barrier to Entry: The Penning¬ 
ton Case in Perspective. 

The question of what types of conditions would most effectively 
support the manipulation of wage rates by one group of firms to bar 
entry or disadvantage a second group of firms is suflSciently interest¬ 
ing in itself to deserve theoretical analysis. The recent Supreme 
Court decision in United Mine Workers vs. Pennington, however, 
provides more than mere tlieoretical interest for such an investiga¬ 
tion. 

The relevant economic issue is to establish in what circumstances 
(if any) agreements between one group of employers and a imion 
to impose uniform wage rates throughout an industry could be used 
to erect a quantitatively significant barrier to entry or (as alleged in 
Pennington) force small rivals to abandon the industry. Whether the 
economic reasoning of the Court is correct or not turns on (1) a 
theoretical demonstration that wage rates can be used as a barrier to 
entry, and, assuming that this can be shown, (2) the correct appli¬ 
cation of the theoiy to tlie particular circumstances at hand. 

A brief statement of the causes of damages as claimed by Pen¬ 
nington and of Justice Goldberg’s economic reasoning is given in 
Section I. A wage barrier model is developed in Section II. The 
basic data necessary to determine whether differences in technology 
between large and small firms in bituminous coal would support the 
use of wage rates as a barrier to entry are developed in Section III. 
The structural conditions which influence the degree of adherence 
to a qualified joint-profit maximization objective are examined in 
Section IV. 

It is shown that if tlie assumptions of our model are fulfilled, wage 
premiums can be used to erect a barrier to entry. Not only does the 
model show the possible economic effects of wage conspiracy, but it 
also identifies the circumstances in which such a conspiracy is most 
likely to be successful. It thus permits the antitrust authorities to 
focus on that subset of industries in which the incentives for wage 
conspiracy are greatest. And it permits the courts to determine 
wheAer complaints of wage conspiracy should be seriously enter- 
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tained. Quart. Jour. Econ., Feb. 1968, 82(1), English. University of 
Pennsylvania, USA 

Adebahr, H. Volkswirtschaftliche Aspekte der Fluktuation, SchmoUers Tahrb-. 

1967, 87(2), pp. 171-202. ^ 

Babbera, M. Parh^atlon by occupational organizations in economic and so¬ 
cial planning in Chile. Intemat. Lab. Rev., Aug. 1967, pp. 151-76. 

Bbiant, P. C. McGill Conference on Human Values and Technology—Reflec¬ 
tions on professional organization. Mo. Lab. Rev., Sept. 1967, pp. 22-25. 
Chesworth, D. Statutory minimum wage fixing in Tanganyika. Intemat. Lab- 
Rev., July 1967, pp. 43-64. 

Chesworth, D. P. Statutory min imum wage fixing in the sugar industry of 
Mauritius. Intemat. Lab. Rev., 1967, pp. 252-79. 

COELRO, P. R. P. Railroad social saving in nineteenth century America: com¬ 
ment. Reply by E. H. Hunt. Am. Econ. Rev., March 1968 
Cohen, M. S. and Gruber, W. H. Variability by skill in cyclical unemploy¬ 
ment. Mo. Lab. Rev., Aug. 1967, pp. 8-11. 

Douty, H. M. The 1967 International Labor Conference. Mo. Lab. Rev., Oct. 
1967, pp. 6-11. 

Drake, G. G. Noninsured employment and business cycles. Univ. Missouri 
Bus. and Govt. Rev., Sept -Oct. 1967, pp. 12-18. 

Evans, R. Jr. Shunto: Japanese labor’s spring wage offensive. Mo. Lab. Rev, 
Oct. 1967, pp. 23-28. 

Faxen, K O. and Pettersson, E. Labour-management co-operation at the 
level of the understanding in Sweden. Intemat. Lab. Rev., Aug. 1967, pp. 
194-203. 

iVsincR, H. L. AND Steinmetz. L. L. Public employee strikes, an operational 
solution. Quart. Rev. Econ. & Bus., autumn 1967, pp. 29-36. 

Hamel, H. R. Moonlighting—an economic phenomenon. Mo. Lab. Rev., Oct. 
1967, pp. 17-22. 

Handsaker, M. and Handsakfr, M. Tlie ILO and Japanese public employee 
unions. Indus. Rel., Oct 1967, pp. 80-90. 

Hilaski, H. Labor standards and job training in foreign countries. Mo. Lab. 
Rev , Sept. 1967, pp 36-41. 

Hodge, C. C. and Wetzel, J. R. Short workweeks and underemployment. 
Mo. Lab. Rev., Sept. 1967, pp. 30-35. 

Janjic, M. Women’s employment and conditions of work in Switzerland. In- 
temat Lab. Rev., Sept. 1967, pp. 292-317. 

Kleincartneb, a. Unionization of engineers and teclmicians. Mo. Lab. Rev., 
Oct. 1967, pp. 29-35. 

Knight, R. Changes in the occupational structure of the working population. 

Jour. Royal Stat. Soc., 1967, Ser. A, 130(3), pp. 408-22. 

Koziara, K. S. The agricultural minimum wage: a preliminary look. Mo. Lab. 
Rev., Sept. 1967, pp. 26-29. 

Leonard, J. W. Dismissal for off-the-job criminal behavior. Mo. Lab. Rev., 
Nov. 1967, pp. 21-26. 

Lester, R. Pay differentials by size of establishment. Indus. Rel., Oct. 1967, 
pp. 57-67. 

jEwis, W. A. Lockout—the other dimension. Mo. Lab. Rev., Aug. 1967, pp. 

1-7- 

Miller, L. Reconciling stability and mobility in employment relationships in 
Rumanian law. Intemat. Lab. Rev., Aug. 1967, pp. 177-93. 
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Mow, J. E. AND BOTTOMXEr, A. Wage rate determimtioii with limited sup¬ 
plies of labour in developing countries. Jour. Develop. Stud., Jan. 1968. 
Nash, E. The new five-day workweek in the Soviet Union. Mo. Lab. Rev., 
Aug. 1967, pp. 18-19. 

Oliveh, R. P. The employment effect of defense expenditures. Mo. Lab. Rev., 
Sept. 1967, pp. 9-16. 

Pattebn, T. H. Jh. Maturity-pay curves in a floating labor market: the case 
of southern California. Quart. Rev. Econ & Bus., autumn 1967, pp. 57-72. 
Perkella, V. C. Employment of school age youth, October 1966. Mo. Lab. 
Rev., Aug. 1967, pp. 20-26. 

Richi;, M. F. Railroad unemployment insurance. Mo. Lab. Rev., Nov. 1967, 
pp. 9-18. 

Rcttzick, M. a. Worker skills in airrent defen.se employment. Mo. Lab. Rev., 
Sept. 1967, pp. 17-20. 

Salah-Bcy, a. Social participation in Mali. Intemat. Lab. Rev., July 1967, pp. 
1-23, 

SciiLECEL, J. Mas.stabe gewerkschaftlicher Lohnpolitik. Schmollers Jahrb., 
1967, 87(2), pp. 155-70. 

ScirwEiTZEH, S. O. New evidence on problems of reemployment. Mo. Lab. 
Rev., Aug. 1967, pp. 12-14. 

ScHwENGEB, R. D. Fair labor standards for world trade. Mo. Lab. Rev., Nov. 
1967. pp. 27-31. 

Smith, A. D. Minimum wages and the distribubon of Income with special 
reference to developing countries. Intemat. Lab. Rev., Aug. 1967, pp. 129-50. 
Sonin, M. and Zhiltsov, E. Economic development and employment in the 
Soviet Union. Intemat. Lab. Rev., July 1967, pp. 67-91. 

Stevens, C. M. The analytics of voluntary arbitration: contract disputes. In¬ 
dus. Rel., Oct. 1967, pp. 68-79. 

Thomas, R. P. Railroad social saving in nineteenth century America: comment. 

Reply by E. H. Hunt. Am. Econ. Rev., March 1968. 

Ulsakeh, B. Local labour inspection in Norway. Intemat. Lab. Rev., July 1967, 
pp. 92-99. 

Wakefield, J. C. Emplo)mcnt effect of state and local government spending. 
Mo. Lab. Rev., Aug. 1967, pp. 15-17. 

WiLENSKY, H. L. McGill Conference on Human Values and Technology—Im¬ 
pact of change on work and leisure. Mo. Lab. Rev., Sept. 1967, pp. 21-22. 
Ziegler, M. Productivity in manufacturing. Mo. Lab. Rev., Oct. 1967, pp. 
1-5. 

ZuziK, M. B. The Vietnamese labor force In transition. Mo. Lab. Rev., Nov. 
1967, pp. 32-35. 
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Bowles, S. and Levin, H. M. The Determinants of Scholastic 

Achievement—An Appraisal of Some Recent Evidence. 

This study assesses some of the more highly publicized and con- 
joversial conclusions of Equality of Educational Opportunity by 
James S. Coleman et al. The Coleman Report, published by the U.S. 
Office of Education in 1966, concluded that per-pupil expenditures 
and school facilities show very little relation to student achievement 
levels, and the effect of a student’s peers on his own achievement 
level is more important than any other school influence. The present 
paper scrutinizes the data and the statistical analysis on which these 
findings are based. It is suggested that because of poor measurement 
of school resources inadequate control for social backgroud, and in¬ 
appropriate statistical techniques used in tlie presence of interde¬ 
pendence among the independent variables many of the findings of 
the Report are not supported. Jour. Human Resources, Winter 1968, 
3(1),pp. 3-24 (English). 

CoRBEA, H. Health Planning. 

In this paper an attempt is made to use the methodology of eco¬ 
nomics and operations research for determining tlie optimum alloca¬ 
tion of resources among different methods of preventing or curing 
diseases. 

First, after comparing the different indices proposed to measure 
the output of health services, a very simple one is adopted: the 
number of deaths. The objective of health planning is assumed to be 
the minimization of the number of deaths. 

Next, the optimum distribution of resources between prevention 
and cure of one particular disease is studied in some detail, and a 
numerical example is presented. Finally, the generalization of this 
model to include several diseases, under both static and dynamic 
mnditions, is considered. Kykios, 1967, 20(4), pp. 909-21 (English). 
Tulane University, New Orleans 
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Johnston, R. J. and Rimmer, P. J. A Note on Consumer Behavior 

in an Urban Hierarchy. 

The structural concepts of central place theory, including the idea 
of a hierarchy, are based on a number of assumptions concerning 
consumer behavior, all of them implying rational human actions and 
complete knowledge. This note makes a small investigation into the 
validity of tliese assumptions, using a series of small towns in Victo¬ 
ria, Australia, as its study area. A sample of residents were ques¬ 
tioned on their normal shopping habits, and the tabulated results in¬ 
dicate that this behavior does not generally accord with the assump¬ 
tions of central place theory. Part of the explanation of this lies in the 
extreme primacy of Melbourne within Victoria so futher research is 
necessary within other urban systems. Jour. Regional Science, Win¬ 
ter 1967, 7(2), pp. 161-66 (English). University of Canterbury, 
New Zealand and National University, Australia 


JusTER, F. T. AND Ldpsey, R. E. A Note on Consumer Asset Forma¬ 
tion in the United States. 

Investment by American households in owner-occupied homes 
and in major consumer durables has exhibited a rising trend relative 
to both GNP and total personal consumption expenditures over the 
last six or seven decades, and this trend has served to offset, in part, 
the declining ratio of business capital investment to output. Our 
estimates indicate that household investment in one-family home 
construction rose from 2.1% of GNP in 1900-16 to 2.6% in 1920-29 
and 3.2^ in 1946-64, and from 2.8^ of consumption expenditures to 
3.5^ and then 4.9%. Household investment in consumer durables 
rose from under 9% of total consumption expenditures around the 
turn of the century to over 14% in the last few decades, and invest¬ 
ment in major durables (automobiles, furniture, and major appli¬ 
ances ) approximately tripled relative to total consumption expendi¬ 
tures over the same period. 

Contrary conclusions reached in other studies have been based on 
what we judge to be errors in both analysis and measurement. 
Among the former are the classification of multifamily residential 
building as if it were owned by households, and hence constituted 
household investment, and the use of deflated ratios of investment to 
output, rather than ratios in current prices, for measuring changes in 
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the absorption of resources. Among the latter are the inclusion in 
bousehold investment of purchases of minor durables (household 
lurnishings, dishes, etc.) which are, for the most part, neither long- 
lived or considered to be capital investment by the purchasers, and 
the inclusion of war periods in which household investment was de¬ 
liberately restricted. Econ. Jour., Dec. 1967, 77(308), English. Na¬ 
tional Bureau of Economic Research, USA 


Kasper, H. Welfare Payments and Work Incentive: Some Determi¬ 
nants of the Rates of General Assistance Payments, 

Recently the subject of the relation between the level of welfare 
payments and the number of people receiving welfare has attracted 
renewed interest. This paper presents an analysis of the determi¬ 
nants of the proportion of people receiving one form of public assist¬ 
ance, General Assistance Payments. We develop a model which is 
somewhat more complete than those of earlier studies by including 
more appropriate measures of the economic forces which affect the 
likelihood of people receiving GAP. Our results suggest that labor 
market conditions, particularly the unemployment rate during the 
recent past, is the most consistent explanation of variations ’U the 
rate of assistance. The level of the payments themselves seem to 
play a distinctly secondary role. These conclusions hold for both the 
numbers of families and individuals on General Assistance. In addi¬ 
tion, we show that the recent controversy regardmg the effect of the 
level of GAP on the demand for assistance is likely to be a matter of 
model specification rather than matters of definition or theory. Jour. 
Human Resources, Winter 1968, 3(1), pp. 86-110 (English). 


Mooney, J. D. Attrition Among Ph.D. Candidates: An Analysis of 

a Cohort of Recent Woodrow Wilson Fellows. 

Knowledge of the educational, social, and economic factors asso¬ 
ciated with attrition among graduate students has been very limited 
to date. This paper attempts to isolate systematically the quantita¬ 
tive importance of a number of explanatory variables for the prob¬ 
lem of attrition of doctoral candidates. Sex, field of graduate study, 
size of graduate school, and academic achievement (but not socio¬ 
economic status of the parents) all seem to have a significant impact 
on the success or “failure” of the graduate students in this sample. 
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For the purposes of this article, “failure” was defined as attendance 
in graduate school up to six to eight years without acquiring a Ph.D. 
Mooney concludes by noting that attempts to expand the number of 
Ph.D.'s simply by providing more fellowship money will be ham¬ 
pered by certain barriers, social and educational in nature. Since the 
size of the graduate school bears an inverse relation to the percent¬ 
age of graduate students acquiring a Ph.D., he argues that existing 
graduate schools make a more intensive effort to see to it that more 
of their present graduate students acquire a Ph.D. rather than sim¬ 
ply expanding their enrollments to attempt to satisfy the demand for 
more Ph.D.’s. Jour. Human Resources, Winter 1968, 3(1), pp. 47-62 
(English). 


Padberg, D. I., Walker, F. E. and Kei'ner, K. W. Measuring Con¬ 
sumer Brand Preference. 

A model is presented which quantifies the brand preferences moti¬ 
vating consumer purchases from supermarket displays. This method 
of studying brand preference uses the supermarket display as a lab¬ 
oratory for conducting controlled experiments. Price, quality of dis¬ 
play space, point-of-sale merchandising, and display allocation are 
controlled to isolate the effect of brand preference upon consumer 
purchases. Quantitative estimates of the percentage of brand-moti¬ 
vated sales and the proportion of brand-motivated customers with 
allegiance to each brand are developed. The effect of price differen¬ 
tials upon the brand-preference pattern is also investigated. The 
model is applied to fluid milk sales through supermarkets in a mid- 
western metropolitan market. Jour, Farm Econ., Aug. 1967, 49(3), 
pp. 723-33 (English). Cornell University, Ohio State University and 
Purdue University 


Patten, T. H., Jh. and Clark, G. E., Jb. Literacy Training and Job 
Placement of Hard-Core Unemployed Negroes in Detroit. 

In 1965 a study was conducted to test the relative effectiveness of 
the use of the initial teaching alphabet and traditional orthographic 
approaches to reading among 53 hard-core, functionally illiterate, 
unemployed persons (largely Negroes) in Detroit. Differences in 
the appropriateness of the two mediums were found. In the spring 
of 1966 a follow-up study was conducted to determine the job place- 
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ment and general social adjustment of the participants. Only six of 
them had obtained jobs, and many of the remainder were contin¬ 
uing in literacy training programs. The findings of the follow-up 
study generally corroborate research on extended joblessness con¬ 
ducted in other cities and at different times. The achievement of lit¬ 
eracy and job placement remain distant goals for the hard-core un¬ 
employed. More empirical research regarding specific programs and 
the sociocultural barriers to adult learning among urban poor minor¬ 
ity group members remains to be done despite the growing number 
of sophisticated studies of human resources in recent years. Jour. 
Human Resources, Winter 1968, 3(1), pp. 25-46 (English). 

Aslam, M., Hashmi, S. S. and Seltzeh, W. Abridged life tables of Pakistan 
and provinces by sex, 1962. Pakistan Develop. Rev., spring 1967, pp. 66-106. 
Bean, L. L. Provisional estimates of the len^h of working life in Pakistan. 

Pakistan Develop. Rev,, summer 1967, pp. 247-59. 

Bowman, M. J. and Myers, R. G. Schooling, experience, and gains and losses 
in human capital through migration. Jour. Am. Stat. Assn., Sept. 1907, pp. 
875-98. 

Calot, G. and IIemery, S. L’evolution dc la situation demographique fran- 
^aise au cours des ann6es r4centes. Population. July-Aug. 1967, pp. 629-92. 
Daniel, C. 3d. Freedom, equity, and the war on poverty. Am. Jour. Econ. 
Soc., Oct. 1967, pp. 367-74. 

Donges, J. B. Algunas reflexiones sobre la niigracidn intracuropea de trabaja- 
dores. Rev. de Econ. Pol., Jan,-April 1967, 65-88. 

Gollin, a. E. Foreign study and modeniization; the transfer of technology 
through education. Inlemat, Soc. Sci. Jour., 1967, 19(3), pp, 359-77. 
Groom, P. A new city worker’s family budget. Mo. Lab. Rev., Nov, 1967, pp. 
1 - 8 . 

Hansen, N, B. Uddaiinelsesinvesteringemcs rentabilitet. (The rate of return 
on investment in education.) National0k. Tid-s., 1966, 104(5-6), pp. 244-55. 
Heintz, P. Education as an instnunent of social integration in underdeveloped 
.societies. Intemat. Soc. Sci. Jour,, 1967, 19(3), pp. 378-86. 
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Rev., fall 1967, pp. 27-34. 

Jadin, L. Aspects regionaux de la f6condit6 en Belgique depuis 1930. Recher- 
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Minet, M. and Yoo, T. H. Tendances recentes de la mortalit6 scion les causes 
en Belgique. Recherches Econ, de Louvain, Sept. 1967, pp. 377-412. 
No'rESTEiN, F. W. The population crisis: reasons for hope For. Affairs, Oct. 
1967, pp. 167-80. 

Pedersen, R. Nasjonal0konomiske konsekvenser av en gjennomf0ring av 
folkepensjonen. (Macro-economic consequences of the old age pension sys¬ 
tem. ) 0konoml, June 1967, pp. 3-60. 

Phessat, R. Les al6as de la natalit6 fran^aise. Populah'on, July-Aug. 1967, pp. 
611-2& 

Rldker, R. G. The economic determinants of discontent: an empirical investi¬ 
gation. Jour. Develop. Stud., Jan. 1968. 

Rosenberg, B. and Howton, F. W. Ethnic liberalism and employment dis¬ 
crimination in the North. Am. Jour. Econ. Soc., Oct. 1967, pp. 387-98. 
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Sn£iKH, M. H. Projections of the population of Pakistan by age and sex, 1965- 
1986. Pakistan Develop. Rev., summer 1967, pp. 260-70. 

Simon, J. L. The health economics of cigarette consumption. Jour. Human 
Resources, winter 1068, pp. 111-17. 

SiNGcnL, L, D. Examination of empirical relationship between unemplojonent 
and juvenile delinquency. Am. Jour. Econ. Soc., Oct. 1967, pp. 377 -ot. 

SoLABi, A. Education, occupation and development. Intemat, Soc. Sci. Jour., 
1967,19(3), pp. 404-15. 

Termote, M. Les modMes de migration. Une perspective d’ensemblo. Re- 
clierches Econ. de Louvain, Sept. 1967, pp. 413-44. 
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^pal, M. H. Some Problems of Research in Social Sciences and 
Humanities in India. 

This article deals with the problems of teaching and training at 
he Master s and still higher levels in Indian Universities, with refer- 
nce to promotion and coordination of research, the measures to in- 
trease the number of researchers and to improve their quahty; and 
le problems of more mature researchers. It also discusses the steps 
3r bringing about better coordination of research at the intra and 
nter-university levels, and the national levels. An understanding of 
hese problems would give the clue for the woefully inadequate re- 
earch work in social sciences and humanities in India as compared 
work done in British and American Universities. Indian Econ. 
our., Oct.-Dec. 1966, 14(3), pp. 327-37 (English). Mysore, India 


^’t Veld, R. J. Voting by Majority-Rule. (Stemmingen volgens het 
tneerdeTheidsstehel ). 

The article contains an exposition of some of the problems related 
/ith the use of voting as a mechanism of valuation and decision- 
raking in a community, if the community adopts as its decision the 
Itemative which is able to get a simple majority over every other 
each of the alternatives being placed against every other one in a 
mte). If the orders of preference of the members of the voting 
;roup are subject to no restriction there will be no winner in tire 
[uite possible case where the collective ordering lacks the property 
if transitivity: alternative A gets a majority over (is preferred to) 
Iternative B, B over C but C over A. 

D. Black has formulated the following restriction: if all individual 
preference curves" are single-peaked, the collective ordering will 
Iways be transitive, and there will be a winning alternative. Later 
uthors presumed implicitly that this restriction is a necessary and 
uflicient condition. It is proved here tliat single-peakedncss is a suf- 
icient but not a necessary condition for transitivity. 

The majority-rule moreover does not give expression to the inten- 
ities of preference of the voting individuals. 

A solution for the above-mentioned deficiencies of the majority- 
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rule was suggested by R. Musgrave who developed a “plurality- 
rule,” according to which the alternatives are for each individual 
numbered in this order of preference. The alternative with the low¬ 
est total number wins. It is easy to criticise this rule: it presents an 
unsatisfactory scoring method of the intensities of individual prefer¬ 
ence and moreover it produces a collective ordering of the available 
alternatives which is not in each case transitive. 

The solution for the deficiencies of the majority-rule should be 
sought in the field of “explicit log-rolling” (as formulated by G. Tul- 
lock), perhaps combined with a system of point-voting. De Econo¬ 
mist, July-Aug. 1967, 115{4), pp. 497-513 (Dutch). University of 
Leyden, Netherlands 


WoLDENBFJRG, M. J. AND Berby, B. J. L. Rivcrs and Central Places: 

Analogous Systems? 

Both central-place and river systems are viewed as open systems 
witli analogous allometric growth processes operating and similar al- 
lometric steady-states. Thus, an urban system is characterized by a 
rank-size distribution of sizes and doubly logarithmic relations be¬ 
tween city characteristics, and similar relations exist in the geometri¬ 
cal characteristics of river systems. But entropy is maximized within 
the framework of continuing energy througliputs and Uie necessity 
of performing work leads to spatial organization with analogous or¬ 
der-properties—a central-place hierarchy and a set of stream orders. 
The principal differences in the systems are dimensional: a central 
place system is weblike—an interconnected set of points in area, 
whereas a river system is a directed graph in area. The authors con¬ 
clude that General Systems Theory provides a powerful set of con¬ 
cepts for generalizing regional theory. Jour. Regional Science, Win¬ 
ter 1967, 7(2), pp. 129-39 (English). Harvard University and the 
University of Gliicago, USA 

Oksenbehc, M. C. Aspects of local government in China; 1955-1958. Jour. 
Develop. Stud,, Oct. 1967, 

Vayda, a. P. On the anthropological study of economies. Jour. Econ. I^es, 
June 1967, pp. 86-90. 
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Abstract and Article Listing 
by Subject 

General Economics; Methodology 

FRh.Y, B. A Political Theory of Economic Growth {Eine politische 

Theorie des loirtschaftlichen Wachstums). 

Modern growth theory conctmtrates around the concept of the 
Golden Age and disregards completely many facts which are impor¬ 
tant in reality. Particularly, the influence of political factors is not 
taken into account. This article endeavours to formulate a growth 
theory in wduch political and economic factors are interwoven. Imng 
term growth is strongly influenced by the amount of infrastructure 
available but the supply of infrastructural capacity is determined not 
by the market mechanism but by political deci.sions. 

As long as there is an oversupply of infrastructure, the economy 
grows rapidly and with little price rises. This means that voters are 
satisfied and the government party gets many votes, As soon as in¬ 
frastructural capacity is fully used up, growth is reduced, inflation is 
high and voters are also harmed directly in their consumption. Only 
the oppo.sition party gives a clear alternative—namely more infra¬ 
structure—and wins the next elcction.s. The lack of infrastructure is 
subsequently removed and an oversupply of infrastructure reappears. 

Thus, a growing economy is characterized not by a purely market 
determined economic equilibrium but rather by a continuing inter¬ 
play of economic and political factors and their interrelationship 
with the size of infrastructure. Kyklos, 1968, 21(1), pp. 70-99 (Ger¬ 
man), Universitat Basel and Stanford University 

Johnson, H. G. The Economic Approach To Social Questions. 

Economics has become increasingly mathematical and “scientific”; 
yet it is still a social science, relevant to social questions. In a fully 
employed economy, micro-economics rather than macro-economics 
is the more relevant. On the positive side, micro-economics empha¬ 
sizes the interdependence of the system; on the normative side, it 
emphasizes the means-ends distinction and the fact and process of 
choice among alternatives. 
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The most relevant recent developments in general economic 
theory are increased confidence in the robustness of the conclusions 
of abstract theory, and greater pragmatism in the handling of ethical 
values. Specific important developments are the new approach to 
the economics of labour in terms of the concept of “human capital”; 
the treatment of time as the fundamental unit of cost in household 
choice among consumption goods, including leisure; recognition 
that information is a scarce good; and the development of an eco¬ 
nomic theory of the political process. 

The applicability of economics to social questions is illustrated by 
five examples; the student unrest and “sit-in” of 1966-67 at the Lon¬ 
don School of Economics; the raising of tuition fees to overseas stu¬ 
dents in the United Kingdom; criticisms of the social role and conse¬ 
quences of advertising; and the problem of poverty in the aEBuent 
society. Tlus last problem is formulated in terms of a general model 
of income determination in a free enterprise society. Economica, 
Feb. 1968, NS, 35(137), pp. 1-21 (English). The London School of 
Economics and Political Science, England 

Kapp, K. W. National Economy and Ration Humanism {’National- 

bkonomie und rationaler Htmanismus). 

Scientifically elaborated social minima defining “critical zones” or 
limits of toleration of threats to human life and survival offer an op¬ 
portunity for a much needed objectification of basic or existential 
human needs. Indicators of this sort while modest and essentially 
defensive in character would provide an alternative to the conven¬ 
tional non-operatiorial and largely empty welfare concepts. The sys¬ 
tematic use of such indicators could arrest the current tendency of a 
progressive dehumanization of pure economic theory and would also 
establish a much needed link between political economy and a ra¬ 
tional humanism based with a view to counteracting the threat to 
human survival. Ktjklos, 1968, 21(1), pp. 1-24 (German). University 
of Basel, Switzerland 

Nugent, J. B. Methodology in Economics; Some Implications of 

Pessimism and Some Suggested Alternatives. 

In recent years a number of the world’s leading economists have 
been engaged in a disturbingly acrimonious discussion of basic 
methodological issues in economics. In this paper the existing issues 



2g4 Journal of Economic Ahstracts 

of disagreement are traced back to several alternative lines of attack 
on economic theory and its methods. Each of these arguments em¬ 
phasizes a different kind of limitation—limitations of descriptive ca¬ 
pability, of predictive power, of ambiguity in Interpreting tests, and 
of quantification of economic variables. The implications of these 
limitations tor economics and other social sciences are derived. Fi¬ 
nally, a number of suggestions are made as to how each of these 
limitations can be mitigated by further research and as to how 
greater agreement on the proper methods of economics can be 
achieved. Such an acliievement would permit economics to contrib¬ 
ute more substantially to many important social issues of the day 
which are often avoided by contemporary economists in favor of 
simpler and more manageable tasks. Am. Economist, Fall 1967, 
72(2), pp. 49-55 (English). University of Southern California, Los 
Angeles, California 

Oi'p, K. D. On the Application of Social Scientific Theories for 

Practical Action. 

In the solution of practical problems there are often involved so¬ 
cial scientists, who try to apply theories out of their disciplines. The 
question in this context is: Which theories can be applied to a given 
practical problem in what manner? In the first part of this paper we 
develop six methodological rules which show in detail how to apply 
which theories to given practical problems. Also the role of values 
and empirical inquiries is discussed. In a second part of the paper 
the application of the rules to a practical problem is demonstrated. 

The third part of the paper deals with the question, whether 
today social scientific theories are available which can be applied. 
First it is shown how this question can be answered. Secondly we 
maintain that theic are at least two general theories which meet the 
criteria for practical fruitfulness: modern learning theory and cogni¬ 
tive theory. Thirdly we discuss the thesis of Karl R. Popper that we 
cannot predict future behavior of people. We try to show that this 
tliesis is valid only, if certain conditions are given. It seems that 
these conditions often are not realized or can be controlled, so tliat 
Popper’s thesis does not lead to failures in the application of social 
scientific theories for practical action. Zeitschirft f. die ges. Stoats., 
July 1967, 223(3), 182 German. Institute of Sociology, Cologne, 
Germany. 
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Rankoff, I. The Ideological Elements in the Theory of the Eco¬ 
nomic Order (Das ideologische Element in der Theorie der Wirt- 
schaftsordnung). 

ITie article points out the ideological element in the theory of eco¬ 
nomic order. The author distinguishes four different fimctions of this 
theory;explanation, justification, .systematization, and the provision 
of a model. By means of an operational ideological notion it is 
pointed out how much and in what direction all these functions are 
ideologically influenced. Every ideology is an indispensible element 
in economic doctrines because through an ideology we can make use 
of certain ideas in explaining, justifying, systematizing and provid¬ 
ing a model for social reality. An ideology has to bridge the gap be¬ 
tween theory and the empirical world. In the older economic sys¬ 
tems the explanatory and justificatory functions of the theory of eco¬ 
nomic order are particularly evident. These functions are always 
supported by the ideological background which explains and justi¬ 
fies the reality and the social policy of the time. In the new theory 
of economic order first propounded by Sombart we find the use of the 
systematizing function which is also not free from ideological influ- 
onees; the same is true of his followers, such as Ritsch. Eucken and 
the New Liberals make no use of a social theory of the economic 
order, but apply only the model-providing function. This function 
has its own ideological content, and it is impossible to apply it as a 
theoretical instrument without value judgements and socio-historical 
influences. ScJuiioUerfi Jalir., 1967, S7(4), pp. 385-415 (German). 


Weddigen, W. a. Landslide in the Science "Social Policy”? {Er- 
drutsch in der Wissenschaft Sozialpolitik?). 

Tlie logical foundations of the science “social policy” are seen 
from two points of view in today’s West Germany. The older opin¬ 
ion classifies this science as a field of practical economics, which 
show ways and means to achieve practical aims. Social policy has 
to guard existence and sociological unify of a commonwealth against 
the dangers of paralysation and disorganization, which come from 
tensions and struggles between groups (classes, estates, castes) or be¬ 
tween groups and society as a whole. 

For two decades, how’ever, the purpose of the science “social 
policy” has been seen increasingly in the description of human action 



296 


Journal of Economic Abstracts 

to abolish poverty, i.e., to describe the ways and means of contem¬ 
porary social policy without referring to the timeless purpose of 
group pacification. Social policy, in this view, is frequently a part 
of public welfare work and modem style poor relief policy. 

The author doubts the usefulness of this modem concept. He 
fears that it blocks access to the fundamental problems of practical 
social policy of all times. Social policy has not been necessitated by 
poverty only, but also by absence of human dignity and freedom. 
The difference between the applied theory of social policy and the 
theory of public welfare work lies in the difference between their 
practical axioms and their different importance for the problem of 
individual freedom and collective pledges in an economy. Schmol- 
lers Jahr., 1967, 87(4), pp. 417-40 (German). 

Auhow, K ] S.imurlson collected lour. Pol Eton , Oct. 1967, pp. 730-37. 

Con, R K. AND Weinsfock, I. Eclitorial policies of major economic journals. 

Quart Bev. Fcori & Bus., winter 1967, pp. 37-43. 
llAvau-ESKY, T. Definitional controversy in economics. Am, Jour. Eeon. Soc., 
Jan. 1968, pp. 99-100. 



Price and Allocation Theory; Related 
Empirical Studies 


Baumol, W. J. Calculation of Optimal Product and Retailer Char¬ 
acteristics; The Abstract Product Approach. 

A theoretical solution is provided to the difficult problem of the 
design of new products or new retailing establishments that are op¬ 
timal from the point of view of the firm. For simpler cases a geomet¬ 
ric solution procedure is described, while a more general analysis 
utilizes a mixed integer programming formulation. The entire analy¬ 
sis rests on the abstract product approach in which any commodity 
is described simply as a bundle of its most significant attributes and 
any good or service is specified as a point m n-space whose n coordi¬ 
nates are indices of the magnitudes of its various attributes (e.g,, its 
weight, cost, average durability, etc.). The analysis is formulated in 
a way that permits it, in principle, to obtain the data it requires with 
the aid of the techniques of market research so tliat it can, poten¬ 
tially, provide the basis for practical product planning procedures. 
Jour. Pol. Econ., Oct. 1967, 75(5), pp. 674-85 (English) Princeton 
University 

Blakley, G. R. and Gossling, W. F. The Existence, Uniqueness and 
Stability of the Standard System. 

The paper applies the Perron—Frobcniiis theory of square matri¬ 
ces with non-negative entries to the Leontief matrices which occtir 
in Sraffa systems. Irreducibility of the Leontief matrix is a necessary 
and suflBcient condition for the existence and uniqueness of both 
positive prices for a Sraffa system and positive multipliers for form 
ing a standard system (Theorem 6). If a Leontief matrix has a col¬ 
umn of positive entries then any two strictly positive (multiplier) 
characteristic vectors arc linearly dependent (Theorem 3), Decom¬ 
positions, especially standard direct sum decompositions, of a Leon¬ 
tief matrix are tightly bound up with the question of existence of 
linearly independent non-negative characteristic vectors. 

The Sraffa system exhibits instabilities. In fact to any economic 
measuring device there correspond pairs of Leontief matiices so 
close together that this economic measuring device cannot tell the 
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corresponding economics apart, but such that the corresponding 
pairs of their (price or multiplier) characteristic vectors are almost 
perpendicular. It is necessary to examine the spectrum of a matrix to 
find out whether it gives rise to such an unstable standard system. 

The bibliography cannot even hint at the wealth of recent mathe¬ 
matical results which bear on this economic problem. But the works 
of Abcrth, Brauer, Gantmacher, Malcev, Marcus and Mine, and 
Varga cited there contain many more relevant results than could be 
included within the confines of a short paper. Rev. Econ. Stud., Oct. 
1967, 34(4-100), pp. 427-.31 (PJnglish). University of New York at 
Buffalo and University of Manchester 


Booij, H. Market Forms and Economic Research (Over marktvor- 

rnen en economische research). 

In the V^olume The Brookings Quarterly Econometric Model of 
the United States (Amsterdam, 1965), there arc papers by C. L. 
Schultze and J. L. Tryon on price determination in the industrial 
sector, and by D. \V. Jorgenson on the investment behaviour of firms 
in that same sector. When comparing tliese two contributions, one is 
struck by the fact that Schultze and Tryon point out that industrial 
ffi-ms are price makers in .selling their products, whereas Jorgenson 
assumes that these firms are jrrice takers. This curious fact gives rise 
to two questions: (1) If both price e({uatioiis and investment equa¬ 
tions occur in the same model, must tlmn one and the same assump¬ 
tion with respect to producers’ behaviour necessarily underlie both 
types of equation? (2) What is the present state of empirical re¬ 
search on price determination under different market forms? 

In his Economic Fluctuations in the United States, 1921-1941, 
L. R. Klein has proved that certain assumptions exist concerning the 
investment equation of either a monopolist (who is a price maker) or 
a price taker that are consistent with the same set of exogeneous 
quantities (data) for both cases. In the light of tliis proposition one 
may feel entitled to conclude tliat no inconsistencies exist between 
the assumptions made by Schultze and Tryon on the one hand and 
Jorgenson on the other. It should be noted that Klein proceeds 
on the idea that price makers are monopolists. It may, however, be 
better to assume that industrial firms are oligopolists. 

A good deal of research has been done with respect to production 
and pricing in markets that have the characteristics of homogeneous 
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polypoly ( Pure competition”). In the field of oligopoly, however, 
hardly any empirical research has been done; here, Aeoretical con¬ 
structions are practically all we have. The theory of oligopoly states 
that the central problem is to find out what is the best hypothesis 
concerning the reactions of firms on an action taken by one of them. 
The few investigations on price and investment decisions in oligop¬ 
olistic markets that do exist (Meyer and Kuh, Meyer and Glauber, 
Eisner) do not allow for this circular interdependence. It may well 
be that the theory of oligopoly has laid too much stress on this prob¬ 
lem. 

The work of J. S. Bain on the relations between market forms and 
market performance is qualified as an important step in the empiri¬ 
cal research on oligopolistic price determination. De Economist, 
Nov.-Dee. 1967 115(6), pp. 681-700 (Dutch). Nederlandse Econo- 
mische Hogeschool, Rotterdam 


Borch, K. Economics and Game Theory. 

The paper gives a brief suvery of the origins of game theory. The 
author argues that the game theory of von Neumann and Morgen- 
stern .should be seen as an attempt to formulate more realistic be- 
havior.d assumptions than those used m older economic theory. The 
point is illustrated by a short discussion of the classical model of 
equilibrium in a market. It is shown that game theory places the em¬ 
phasis on Pareto optimality, and that the particular behavioral as¬ 
sumptions, which lead to competitive equilibrium, seem very arbi¬ 
trary. In a final example uncertainty is brought into the model. It 
then appears that the classical behavioral assumptions become next 
to meaningless, and that the situation must be analysed in terms of 
game theory. Swedish ]our. Econ., Dec. 1967, 69(4), pp. 215-29 
(English). The Norwegian School of Ec-onomics and Business Ad 
ministration, Bergen 


Buhr, W. On Determination of Accounting Prices by Dual Varia¬ 
bles. 

Non-market price formation represents a serious problem botli 
within a single enterprise, e.g. a trust, and the economy as a whole. 
In the practice of the firms, accounting prices are based either, if 
possible, upon the respective market prices or on the corresponding 
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cost-orientated, internally Sxcd prices of the products in question. In 
reality, it is the amount of the gross profit rate to be included in ac¬ 
counting prices that, again and again, causes disagreement between 
top and lower management, as there are no objective criteria for its 
determination. As to the whole economy, “artificial” prices are also 
adjusted to the cost of production, increased by a profit rale which 
is given more or less arbitrarily. Mathematical programming, using 
dual variables, allows an interesting view of the problems of ac¬ 
counting prices, in so far as it makes possible the finding of account¬ 
ing prices between different firms or between firms and households, 
provided that all parties concemed consent to accept the distribu¬ 
tion of proceeds or profits arranged by mathematical programming. 
Within the framework of planning prices and quantities, the author 
investigates the facilities of applying dual variables to determine ac¬ 
counting prices. lie discusses some problems of this way of tackling 
the implied difficulties to find adequate accounting prices for cen¬ 
tralized and dccenlrali/cd organisations of enterprises. Special atten¬ 
tion is given to the problems of incentives, cost coverage, invest¬ 
ment, and intertemporary comparison of planned accounting prices. 
Tlicn, some important selected quc'-tions of price planning for the 
economy arc pointed out. Zeiischirft f. die ^cs. Staciti., July 1967, 
123(3), (German). University of Kiel, Kiel, Gennany 


Bubmeister, E. On a Theorem of Sraffa. 

In Production of Commodities by Means of Commodities (Sraffa, 
Piero, Cambridge University Press, 1960) Mr. Sraffa demonstrates that 
there exists a “Standard system” in terms of which labor’s share of net 
product is linearly related to the profit rate. While this result has re¬ 
ceived attention, apparently it is not widely recognized that the 
proposition can be easily established from well-known theorems in 
linear algebra. In this paper a straightforward proof is given which 
circumvents much of Mr. Sraffa’s discussion in Chapters III, IV, and 
V and which hopefully will be enlightening to the mathematical 
economist. 

After the mathematical proof is presented, the paper concludes 
with several remarks: 

(i) It is dubious what economic significance can be attached to 
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Mr. Sraffa’s proposed composite commodity. It is, after all, con¬ 
structed by selecting weights equal to the components of the right- 
hand characteristic vector (normalized by the labor constraint), 
and, except for the interesting mathematical property which results, 
it is difiBcult to see why these particular weights should be singled 
out as an appropriate “measme of value." 

(ii) The linear relationship r = r*(l — w) is lost if wages are 
paid at the beginning of the production period rather than at the 
end, for then W must be replaced by W(1 -f r). 

(iii) Unless it is assumed that the economy exhibits constant-re- 
tums-to-scale with the matrix of input coefficients ao/a fixed, then 
the analysis is meaningless if even a single quantity Xj changes. 
Economica, Feb. 1968, NS. 35(137), pp. 83-87 (English). University 
of Pennsylvania, USA 


CuARNE-s, A., Glower, R. W. and Kortanek, K. O., Effective Con¬ 
trol Through Coherent Decentralization with Preemptive Goals. 

The theory of economic models of decentralization is developed 
from a point of view quite different from the virtual planning phases 
of economic systems as displayed by market mechanism type proce¬ 
dures. The cenli'al unit transmits appropriate information to each di- 
visonal unit which then acts (commits resources) according to op¬ 
timization with respect to variables under its control. Our theory 
presents a natural hierarchy of coherently decentralized systems 
which is based on the increasing amounts of information which are 
to be transmitted to divisional units for proper decentralized deci¬ 
sion making. In general, this information involves more than prices 
alone and the notion of preemptive goals is introduced for this pur¬ 
pose by means of examining dual convex programming problems. 
Employing our precise specifications, uniqueness of divisional op¬ 
tima (in contrast to certain trivial cases of decentralization) is not 
required. Tlius, additional flexibility is available to divisions without 
violating company goals. Further we show that our procedure is a 
robust one in the sense tliat approximate fulfillment of the preemp¬ 
tive goals, e.g., non-optimal but close to optimal divisional solutions, 
results in small deviations from optimal profit. Econometrica, Apr. 
1967, 35(2), pp. 294-320, (English). Northwestern University and 
Cornell University 
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CoNTiM, B. The Value of Time in Bargaining Negotiations: Some 
Experimental Evidence. 

Tlie theory of pure bargaining has traditionally been cast in terms 
of bilateral monopoly. Edgeworth s original model and several of its 
more recent e.Ktensions arc essentially of a static nature. Time plays 
no roh' in spite of die fact that it is precisely the c-ost of time that 
often motivates the bargaining process. 

If time is introduced as an explicit variable in the utility function 
of each bargainer, the following conclusions follow: (a) die out¬ 
come of a bargaining process may be “stable” even though it may 
not be “efficient”; (b) the evaluation of time is an important deter¬ 
minant of the so-called bargaining power. Tlie lower the evaluation 
of time of any given bargainer, the belter off—in relative terms—vv'ill 
he emerge from the negotiated solution. 

The scope of this paper is to present some e.xperimental data that 
validate a set of hyjiotlieses derived from these remarks, 

The experimental procedure is essentially a replica of the Sicgel- 
Fourakcr design, w'ith one additional control variiible, a monetary 
penalty proportional to the number of rounds of bargaining neces¬ 
sary to reach agreement, whir-h can be considered a proxy for the 
.subjec-t’s evaluation of time. Ain. Econ. Rev., June 1968, 58(3), (En¬ 
glish). Eonda/ione L. Einaudi and University of Turin 

Cotmr, R. H. Utility Maximization and the Demand for New Zea¬ 
land Meats. 

Idle theory of consumer demand is a thoroughly developed 
branch of economic theory, providing a number of fruitful and inter¬ 
esting hypotheses about consumer behaviour. The empirical applica¬ 
tion of valid theoretical restrictions derived from this theory has ad¬ 
vantages of providing greater statistical efficiency for estimating de¬ 
mand parameters and of ensuring that the parameters fall within the 
framework of a consistent and soundly based theory. 

This paper represents an attempt to add to tlie growing number 
of contributions in recent years that have promoted further integra¬ 
tion betw’cen demand theory and empirical demand analysis. Its 
chief aim is to combine economic theory and multivariate statistical 
analysis to obtain maximum likeliliood estimates of demand parame¬ 
ters that approximately obey restrictions implied by the theory of 
consumer behaviour. These estimates seem more efficient, in tlie sta- 
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tistical sense, and are superior for prediction purposes than are cor¬ 
responding results of more standard methods, at least in the case 
considered. 

It is not supposed that any parameters are initially known nor that 
some can be more easily estimated than others; all are obtained si¬ 
multaneously. No theoretical results arc used other than those invar¬ 
iant under monotonic increasing transformations of the utility func¬ 
tion. 

The methods suggested are applied to obtaining elasticities of 
domestic demand for several New Zealand meats. ITie utility max¬ 
imization hypothesis is also tested to see if it is an hypothesis capa¬ 
ble of explaining observed demand for these meats, but due to the 
small sample size available the tests are inconclusive. Econometrica, 
July-October 1967, 35(3-4), pp. 424-46 (English). Lincoln College, 
New Zeahmd 

Devletoglou, N. E. and Demetwou, P. A. Choice and Threshold: 

A Further Experiment in Spatial Duopoly. 

The widely shared view in the behavioural sciences that human 
conduct is best explained as threshold-sensitive response to environ¬ 
mental stimulation forms the basis of the proposed theory. Tlie de¬ 
vice of the threshold is emphasized because it is believed that it en¬ 
ables any relevant amount of composite behavioural detail to be in¬ 
troduced consistently into the analysis. The traditional economic as¬ 
sumption of hyper-sensitive human choice is, therefore, replaced by 
the assumption of threshold-sensitive response in consumer behav¬ 
iour. And, significantly, the impact of individual threshold-sensitive 
conduct is found not to cancel out in the aggregate, as is generally 
supposed, but rather to expand hyperbolically. The anti-traditional 
conclusion follows that a threshold-sensitive market does not lead to 
the same equilibrium as is obtained in the case of a hyper-sensitive 
market. It is shown that a duopolist maximizes his expected market 
share by selecting a position not necessarily near his competitor. The 
precise location and corresponding market share are functions of the 
magnitude of the proposed range of the threshold, the market geom¬ 
etry, and the location of the competitor firm in the market. These 
solutions are obtained by a computer algorithm. Various rules of 
choice are developed covering the problem of selection among alter¬ 
native and geographically distinct markets on the one hand, and the 
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problem of optimal relocation within a market of changing geometry 
on the other. Economica, Nov. 1967, NS 34(136) pp. 351-71 (English). 
Tlie London School of Economics and Union Carbide Corporation, 
New York 


Diirymes, P. J. On the Class of Utility and Production Functions 
Yielding Everywhere Differentiable Demand Functions. 

This paper deals with the determination of the class of utility and 
production functions which admit of everyw'here differentiable de¬ 
mand functions; the necessary and sufficient conditions adduced are 
stated in terms of a characterization of the Hessian of the pertinent 
utility or production function. 

The analytical techniques entailed in this investigation lead to 
considerably simplified proofs of the salient propositions of micro 
theory and immediately lead to the formulation of a sufficient condi¬ 
tion for the absence of inferior goods and factors. Rev. Econ. Stud., 
Oct. 1967, 34(4-100), pp. 399-409 (English). University of Pennsyl¬ 
vania, USA 

Dolbear, F. T., Lave, L. B., Bowman, G., Liebebman, A., Prescott, 
E,, Rueter, F. and Sherman, R. Collusion in Oligopoly: An Ex¬ 
periment on the Effect of Numbers and Information. 

Controlled experiments with undergraduate subjects were used to 
investigate oligopoly markets (modeled after a price-setters’ mar¬ 
ket). We sought to determine the affect of a wide range of price al¬ 
ternatives (rather than just two), the affect of varying the number 
of firms in the market (there were 2, 4, and 16 firm markets), and 
the affect of providing complete information on the demand and 
cost structure of the market. Cross elasticities were finite (as in a 
product differentiated market), there was no explicit communication 
allowed, and firms had a wide range of price choices. Three prices 
were of special interest. The non-cooperative maximum would be 
reached if all firms attempted to maximize profit independently of 
the reactions of other firms; the cooperative maximum would be 
reached if each firm sought to maximize joint (industry) profit; the 
rivalistic price would occur if firms attempted to maximize the 
difference between their profit and that of other firms. 

In attempting to measure the effect of increasing market size, we 
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tried to hold constant the consequences of the various price choices 
of a firm. Since the behavioral effect was isolated, we draw stronger 
conclusions than did Siegal and Fouraker: an increase in the num¬ 
ber of firms produces more competition, even when structural effects 
are minimized. The results suggest that tacit collusion is possible 
when markets are small. 

All markets converged to prices in (or just below) the range from 
cooperative to non-cooperative maximum. The number of firms in the 
market had a significant effect upon price and profit under both in¬ 
formation states (in one firms knew only their own cost curves, in 
the other they knew market demand and all cost curves). Although 
information did not affect price and profit significantly, it did have a 
significant affect upon the variance of price and profit, within a mar¬ 
ket. Finally, stability increased as N decreased, and as information 
increased. Information seems to heighten bargaining and thus result 
in price war or collu.sion. Information is likely to increase the varia¬ 
bility among markets, but should reduce the variability within a 
given market over time. Quart Jour. Econ., May 1968, S2(2), (En¬ 
glish). Camcgie-Mellon University, University of Pennsylvania and 
University of Virginia 


Eichhorn, W. and Muller, U. Substitution, Minimal Cost and 

Homogeneous Production (Substitutionsgebiete, Minimalkosten- 

linien und Isoquanten Homogener Produciionsfunktionen). 

Let X = $ (v.^, . . ., Vn) = (a) be an n-place production func¬ 

tion which is homogeneous of degree r (r > 0) and which has con- 
tinous partial derivatives. Theorem 1: If an input vector a* lies in 
the substitution region S of $ then the total production process 
(X > 0) belongs to S. In other words, the substitution regions of 
the production functions under consideration can be conceived as 
areas which are formed by rays coming out of the origin of the 
factor space. Theorem 2: If a* is a point in which the ratio between 
each two marginal productivities is equal to the ratio between the 
corresponding factor prices then all points on the ray Xa* (X > 0) 
have this property of cost minimisation. In the case n = 2, some 
further results are derived. For instance, the following theorem is 
valid: Let x = $ (v,w) be an arbitrary production function with 
the properties (i) x = (v,w) is homogeneous of degree r < 1, (ii) 

the curves represented by x = 4> (v,w), v or w fixed, are initially 
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• 1 ‘ (O.yv) - 0. Then the isoquants of X ~ ^ (v,w) have tWO points of 
inflection. Jf <t> is homogeneous of degree r ^ 1 then the theorem 
does nut Jinld. Zeisrhrift f. die Gcs. Staats. Oct. 1967, 213(4), Uni- 
\'ersitat Wurzburg, Germany 


I’kldstein, M. S. Alternative Methods of Estimating a CES Produc¬ 
tion for Britain. 

The study reported in this paper began with the estimation of 
aggregate CES production functions using cross-section British data 
for three years. The values obtained by the “indirect” estimation 
procedure proposed by Arrow et. al. (ACMS) varied substantially 
from year to year (0.6 

However, the ACMS method rests on three very questionable as¬ 
sumptions; (i) constant returns to .scale; (ii) equality of the wage 
rate and the marginal value product of labor; and (iii) exogeneity 
of the wage rate. The paper derives the explicit form of the bias in 
the estimated el.istieity of substitution if these assumptions arc un¬ 
true. An alternative “direct” estim.ition method is then described 
and applied to the same data; the results suggest slightly increasing 
returns to scale and a substantially higher elasticity of substitution 
(1"'5 (T < T9). The paper concludes with a brief critical discus¬ 
sion of the other procedures recently proposed by Dhrymes, Kmcnta 
and Bodkin and Klein. Eronomica, Nov. 1967, NS, .34(136), pp. 
.384-94 (English). Harvard University. C.unbridge, Massachusetts 


Feld.stein, M. S. Estimating the Supply Curve of Working Hours. 

It is widely recognized that shape of the aggregate supply curve 
of working hours cannot be determined by a priori analysis. Several 
economists have therefore tried to estimate supply curves of aggre¬ 
gate hours using time series data or comparisons across industries, 
occupations, or areas. This paper .show that these estimated regres¬ 
sions between wage rates and hours are underidentified and cannot 
be interpreted as supply curves. An alternative approach, using data 
for particular occupations within local labour markets, is suggested 
and applied to British data for the engineering and chemicals indus- 
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tries. Although the results are ambiguous, they do indicate the dan¬ 
ger of basing labour or tax policies on the assumption that the evi¬ 
dence implies a backward sloping supply curve of working hours 
Oxford Econ. Papers, March 1968, 20(1), pp. 57-74 (English). Har¬ 
vard University, Cambridge, Massachusetts 


Fisher, F. M. Approximate Specification and the Choice of a k-Class 

Estimator. 

This paper continues earlier work on the relative sensitivity to 
small specification error of different k-class estimators in simulta¬ 
neous equation estimation. In that work it was shown that the esti¬ 
mators fall into two classes repre.sented by limited-information maxi¬ 
mum-likelihood (LIML) on the one hand and two-stage least- 
squares (TSLS) on the other. Both sets of estimators have probabil¬ 
ity limits approaching the true parameters as the specification errors 
approach zero, but they approach zero differently. There arc no cir¬ 
cumstances m which one class of estimators is uniformly more ro¬ 
bust than the other against all small specification errors consistent 
with the ob.scrvations, when the criterion is any positive definite or 
.semi-definite form in the inconsistencies (differences betu'een prob- 
abilitity limits and true parameters). 

It follows that one must be walling to say sometliing about the 
.specification errors involved to be able to obtain results in relative 
robustness. The present paper examines how this can be clone, pro¬ 
vided that the specification errors are sufficiently small. For each pa¬ 
rameter to be estimated, it is shown how the sign of the difference 
between the TSLS and LIML probability limits can be estimted. 
Further, it is shown that both estimators have their probability lim¬ 
its on the same side of the true parameter for sufficiently small spec¬ 
ification errors. This suggests a procedure which begins by detei- 
mining the sign of the inconsistency for TSLS and then chooses an 
estimator for each parameter by applying the result. A very simple 
model is used to produce examples. 

In the course of the proof, however, it is shown that (for small 
enough specification errors), the difference between tlie probability 
hmits of TSLS and LIML is of the second order of smalls relative to 
the inconsistency in either one of them. This result carries tlie unsur¬ 
prising implication that effort may well be better expended in the 
reduction of specification error than in the minimization of the ef- 
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fects of such error by the choice of a k-class estimator. Nevertheless, 
it may be relatively difficult to do the former, and there are cases in 
which one believes there to be no specification error but wishes to 
guard against the consequences of a small mistake in specific direc¬ 
tions. For such cases, at least, the procedure here suggested may 
prove useful, despite the somewhat limited nature of the results. 
Jour. Am. Stat. Assoc., Dec. 1967, 62(320), (English). Massachusetts 
Institute of Technology, USA 

FniEDMAN, J. W'. An Experimental Study of Cooperative Duopoly. 

The experiment reported here involved the running of a set of 
complete information duopoly games in which subjects were permit¬ 
ted to communicate by means of written messages before each deci¬ 
sion. llicre are a number of interesting questions which arise in situ¬ 
ations of this sort: What proportion of the time do subjects agree on 
a joint decision? How do their actions vary depending on whether or 
not agreement has been reached? How frequently are decisions 
Pareto optimal? Do any standard solution concepts, such as the 
Nash solution, joint profit maximization or equal split profits, charac- 
tenze the Pareto optimal outcomes? The results are highly gratifying 
as they strongly confirm one’s intuition: Agreement is present in a 
substantial majority of decisions, and Pareto optimality is a feature 
of most agreements. These results are some indication that the ra¬ 
tionality assumptions made by economists are not unreasonable. 
Econometrica, July-October 1967, 35(3-4), pp. 379-97 (English). 
University of California, Berkeley 


G.ajhlen, B. On the Theory and Measurement of Non-Ncutral Tech¬ 
nological Progress in CES-Functions. 

Ihe ACHS-version of the CES production only cover reality if— 
and only if—all technological change is Hicks neutral. Therefore esti¬ 
mates of the elasticity of substitution in time-series analysis are only 
correct when the hypothesis of Hicks neutrality cannot be rejected. 
Empirical estimates for Germany indicate that there is a strong bias 
to labour saving technological change. A production function there¬ 
fore has to enable us to represent nonneutral technological change. 

Biased technological progress alters the distribution and/or the 
substitution parameter in the well known CES-function. In this 
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paper properties of a CES-function with a variable distribution pa¬ 
rameter are analysed. Each type of technological change in the 
sense of Hicks and Harrod can be represented. Another concept of 
CES-function with nonneutral technological change is factor aug¬ 
mentation (introduced by P. A. David and Th. van de Klundert). 
The implications of this function are analysed too. Finally both 
types of production functions are compared. 

As an illustration parameter estimates for Germany during the pe¬ 
riod 1850-1913 are used. The main results are: The elasticity of sub¬ 
stitution is 0.2 and technological change is Hicks laboiirsaving and 
nearly neutral in the sense of Harrod. The only possibility for cor¬ 
rect estimates in the simultaneous calculation of the bias of techno¬ 
logical change and the possibilities of substitution in a growing 
economy. This basic problem is demonstrated by a number of 
graphs. Zeitschrift, f. die ges. Staats., July 1967, 123(3), pp. 450-81 
(German). University of Munster, Germany 


Graves, R. L. and Telser, L. G. An Infinite-Horizon Discrete-Time 

Quadratic Program as Applied to a Monopoly Problem. 

This article gives necessary and sufficient conditions for the exis¬ 
tence of a finite maximum of a quadratic functional. The functional 
is the present value of a revenue stream in discrete time over an in¬ 
finite horizon. Both scalar and vector versions of the problem are 
solved. It is shown that the problem always has the same solution 
for a sufficiently high finite discount rate. The origin of the problem 
is finding the sequence of outputs that will maximize the present 
value of the net return of a monopolist who .sells k related products 
with related demands described by a set of k nth order linear differ¬ 
ence equations. Econometrica, Apr. 1967, 35(2), pp. 234-72, (En¬ 
glish). University of Chicago 


Greenhut, M. L. A Theory of the Micro-Equilibrium Path of the 
Firm in Economic Space. 

The paper traces the impacts of competition (free entry) on the 
effectiveness of a space economy. It observes the formation of a 
space oligopoly market, and notes that a kinked demand curve may 
be used to describe the economy in the short run, albeit in the long 
run the oligopolistic demand curve becomes differentiable through- 
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out all relevant portions ot the cui've. The paper goes on to derive 
tlie result that oligopoly, not monopolistic competition, is the limit¬ 
ing ease for a space economy in W'hich free entry prevails. This de- 
piuture point leads to a set of theorems which assign to the spatial 
oligopoly market the attributes of the purely competitive economy. 

By M'ay of policy, if artificial barriers to the entry of firms are 
eliminated and colhi.sion between (or formal organization of) oligo¬ 
polists is outlawed, a competitive oligopoly arises over the economic 
landscape. Tliis competitive oligopoly, pursuant to the theorems es¬ 
tablished in the paper, will prove to be efficient and want satisfying 
in the classical sense. South African four. Econ., Sept. 1967, 35(3), 
pp. 230-43 (English). Texas A&M University, USA 


fI\i),\R, J. 3’hc Substitution Term is Ambiguous. 

ft is shown that if a utility-maximizing consiuncr is confronted 
with a price iiicrc-ase which is accompanied by a compensatory cle- 
ere.ise in some' other price, then the consumer may increase his de¬ 
mand for the good whose price has gone up. 3’his may occur if the 
number of goods in the utility function is grc'atcr than hvo, and if 
the goods who.se prices change are net complements for each other. 
I'hc implication of this possibility is that the substitution effect is 
ambiguous unhess the compensation takes the form of an appropriate 
change in the consumers income. 

The price-compensated substitution tenns are derived formally, 
and are compared with income-compensated (Slutsky) substitution 
terms. It is found that the two sets ol substitution teims have only 
one property in common. Econumica, Nov. 1967, NS 34(136), pp. 
428-30 (English). Case Western Reserve University, Cleveland 


Hall, R, E. Technical Change and Capital from the Point of \3cw 
of the Dual. 

In this paper, three basic notions of capital theory—deterioration 
of capital, capital-embodied capital-augmenting technical change, 
and disembodied technical change—arc developed within a more 
general theoretical framework which emphasizes the relations be¬ 
tween the dual variables or prices. 

In the first section it is shown that these three basic notions do not 
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form an unambiguous description of reality; a fundamental problem 
of identification is shown to exist. The second section investigates 
the relation between the market or implicit rent for a capital good 
and its asset price. A general formula for this relationship is given 
under conditions of deterioration .and technical change, and its 
terms are interpreted as interest cost, depreciation, and obsoles¬ 
cence. Finally, in the third section, the question of the operational 
content of the neoclassical theory of technical change and capital is 
examined; two theorems are presented which show that the theory is 
in fact meaningful in the sense th.at it involves refutable hypotheses. 
Rev. Econ. Stud., Jan. 1968, 35(1-101), pp. 35-47 (English). Massa¬ 
chusetts Institute of Technology 


Hesse, II. and CAirLEN, B. The Relations between Actual and His¬ 
torical Substitution Elasticity under Technical Progress. 

The first aim is to increase our knowledge of Germany’s economic 
development before 1913 by making use of the statistical data on 
German economic growth, .supplied by Hoffman, Grumbach and 
Hesse, in order to calculate the .substitution elasticity of the produc¬ 
tion factors labour and capital. In doing so, the following results for 
the period from 1850 to 1913 have been obtained: (a) The historical 
substitution elasticity was greater than 1, (b) Tlie actual substitu¬ 
tion elasticity was about 0.2, and (e) Progress was labour-saving in 
Hicks’s and Harrod’s sense. 

The second aim of this paper is to explain the various relation¬ 
ships from the production-theory point of view, in so far as this is 
necessary for an interpretation of the statistical results obtained. 
Thus, the relations between the historical and the actual .substitution 
elasticities, and between the various kinds of technical progress, arc 
geometrically expounded. 

The third aim is to warm against the substitution elasticity figures, 
as given in economic literature, to be a true indication of the facility 
witli which production factors may be substituted for one .another. It 
is shown that what has been calculated (if anything) is in most 
cases only the historical substitution elasticity, which cannot tell us 
very much about the actual possibilities of substitution. Weltiuirt- 
schaftliches Archiv, Dec. 1967, 99(2), pp. 175-222 (German). Uni¬ 
versity of Gottingen 
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IjiRi, Y, AND Simon, H. A. A Model of Business Firm Growth. 

A new method is proposed for deriving skew distributions of busi¬ 
ness firm sizes from the assumption of Gibrat’s Law. The growth of 
the firm is decomposed into an industry-wide component and an in¬ 
dividual component, the latter governed by a one-period Markov 
process. The model is fitted to data on the recent growth of large 
American firms. Econometrica, Apr. 1967, 35(2), pp. 348-55 (En¬ 
glish). Carnegie-Mellon University 

Jensen, N. E. An Introduction to Bemoullian Utility Theory, II. 

Tliis article discusses whether the axioms set up in the first article 
to derive a utility function can be accepted as a descriptive or nor¬ 
mative model of human behaviour, llie conclusion is that it docs not 
seem unreasonable to assume that every decision maker will accept 
them as norms of consistent behaviour. This is due to the fact that 
the behaviour restrictions to be imposed on people, are so weak that 
maximization of the expected utility becomes a very general deci¬ 
sion norm. As special casc.s maximization of the expected utility con¬ 
tains a number of traditional objective,s for rational behaviour under 
risk. On the other hand this is exactly the reason why it is extremely 
difficult to introduce empirical matter into tlie theory. Swedish 
Jour. Econ., Dec. 1967, 69(4), pp. 229-47 (English). University of 
Denmark, Lyngby, Denmark 

Kotowitz, Y. Production Functions in Canadian Manufacturing 

1926-61:1. 

This is a first in a series of three articles on estimation and anal¬ 
ysis of a Constant Elasticity of substitution production function for 
Canadian manufacturing covering the period 1926 to 1961. The 
function used is Q = [a(Ke''’'*'’^)”'’ + b(Le^‘^“’’)~''] where Q = 
Real Value Added, K = Capital in Place, L = Labour Paid, t = 
time, D = Cyclical Indicator. 

Some properties of this function are discussed and different meth¬ 
ods of estimation are evaluated. It is concluded that indirect estima¬ 
tion methods “through” the marginal productivity conditions are 
superior because they are more sensitive to alternative values of the 
elasticity of substitution than direct estimates of the production 
function. The marginal productivity conditions are also less likely to 
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suflFer from simultaneity bias under plausible conditions about the 
complete model and error structure. It was found that the equation 
ln(Q/L) = — cln b +aln w + (1 — (j)).t + (1 — ff)aD + u is like¬ 
ly to imderestimate t. whereas the equation ln(n)=lna + pln 
(Q/K) ~ p5t — p^D -f- V is likely to over estimate a, under plausible 
assumptions about error structures, where a = 1/1 + p = Elasticity 
of substitution, w == real wage rate, IT = capital share. 

The second and third papers of the series will apply the analysis 
to Canadian manufacturing. Canadian Jour. Econ., May 1968, 1(2) 
(English). University of Toronto 


McCaix, J. J. Competitive Production for Constant Risk Utility 

Functions. 

This paper obtains optimal outputs for three firms, each with a 
different constant risk utility function. A competitive environment is 
a.ssumed in the product market. Profits are assumed to be a concave 
function of output. The first utility function is strictly concave in 
profits and exhibits constant risk aversion; the second utility function 
is strictly convex in profits and exhibits constant risk preference; the 
third utility function is linear in profits and indifferent to risk. Price 
is a random variable with an arbitrary but known probability distri¬ 
bution. Firms are assumed to maximize expected utility. Under these 
circumstances, it is shovm that the optimal output of the risk averse 
firm is no larger than the optimal output of the risk indifferent firm 
which in turn is no larger than the output of the risk preference 
firm. Rev. Econ. Stud., Oct. 1967, 34(4-100), pp. 417-20 (English), 
The Rand Corporation 


Manteu, R. R. Toward a Constructive Proof of the Existence of 

Equilibrium in a Competitive Economy. 

The purpose of this essay is to show the existence of a competitive 
equilibrium without any recourse to advanced topological methods, 
and at the same time to indicate how an algorithm which would 
permit its computation could be constructed. 

The proof will be based on a remarkable property of certain con¬ 
vex cones. A simplified version of the Walrasian model of general 
equilibrium will be presented. Tliis model will be then transformed 
into a cone, by means of the fictitious device of considering fractions 
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of people; it will be shown how the existence of a competitive 
librium in the original economy hinges on the existence of a “cc 
nate-wise value-preserving activity” for given inputs in the cone 

Later on this fundamental property of convex cones will be sf 
to hold for any cone derived from an economy as indicated al 
Tlic proof will be presented, in the first place, for the polyh 
case, and then extended to the general case. 

Finally, the problem will be cast into a form more amenal 
computation. A procedure for the computation of an equilib 
point will be suggested; it has not been possible to show that 
tiially converges, but it is surmised that an algoritlim for the sol 
of this problem would proceed along simihur lines. In any case 
so<pu»nce rvbtaincd from it has a limit point, so that this provid 
allc'rnative demonstration of the fundamental property of cr 
cones. Yale Econ. Essays, Spring 1968, 8(1), Engli.sh. 


Mf.kk, R. L. The New Bulk Supply Tariff for Electricity. 

The Central Eloetricify Generating Board recently announcec 
tails of a now Bulk Supply Tarill for electricity supplied to 
Boards, llie appearance of this tariif is an event of .some signific 
in the history of public authority pricing in the U.K,, since botl 
running charges and the capacity charges are henceforth ti 
based on “marginal principles.” The present paper deals first 
the concrete details of the new reform, considering them withii 
context of a brief history of the tariff from nationalisation tc 
present time. It then goes on to sketch out a theoretical stria 
(based on a development of the traditional Boiteux-Steiner 
load pricing model) in terms of which the general validity o^ 
now tariff may bo assessed. It is concluded that the tariff, whctl 
can be said actually to involve “marginal cost pricing” or not, w 
any rate tend to achieve the general aim which would be presci 
by many economists—the maximisation of the sum of producers 
consumers’ surpluses, .subject to the constraint that total system 
are covered. In a final section, the article discusses some of the 
tations of the preceding analysis, and also considers briefly 
matters as the “equitability” of the new tariff and its possible el 
on the retail tariffs charged by the Area Boards. Econ. Jour., I 
1968, 78(309), English. University of Leicester, UK 



Subjects 315 

Mohoney, J. R. Cobb-Douglas Production Functions and Returns 
to Scale in U.S. Manufacturing Industry. 

A crucial empirical consideration in determining the optimal 
structure of industrial organization is the presence or absence of 
economies of scale. This paper investigates the returns to scale in 
U.S. two-digit manufacturing in 1957. The research method is to es¬ 
timate the parameters of Cobb-Douglas production functions for 
each of the two-digit industry groups. 

A simultaneous equation model consisting of the production func¬ 
tion and factor market equilibrium conditions is specified under the 
behavioral assumption that entrepreneurs maximize the e.xpected 
value of profit instead of a non-stochastic profit variable. Solution of 
the reduced forms of the system shows that the disturbance in the 
production function is stochastically independent of the inputs. 
Hence the classical lea.st-.squarcs estimates of the production func¬ 
tion parameters arc unbiased and eonsistent. 

Parameters are estimated by direct least-squares regressions of 
value added on gross capital stocks, production man-hours, and 
non-production worker man years (all variables expressed in loga¬ 
rithms), with states serving as units of ob.servation. Tlic range for 
the sums of output elasticities is .95 to 1.11, with most sums being 
very close to unity. In five of eighteen iiiduslrics there is evidence of 
increasing returns; in the remaining thirteen the hypothesis of con¬ 
stant returns cannot be rejected. These results contrast sharply with 
those recently reported by Hildebrand and Liu. State aggregate 
data are then divided by the number of establishments per state to 
yield obsersations on state averages. Parameters are re-estimated 
and in general the returns to scale are somewhat lower. Tlie conclu¬ 
sion is that currently most industiaes in the United States are charac¬ 
terized by constant returns to scale. Tlius there are not pervasive 
technological reasons to expect increased concentration of produc¬ 
tion. Western Econ. Jour., Dec. 1967, 6(1), pp. 39-51 (English). 
Michigan State University 

PATTANiUK, P. K. A Note on Democratic Decision and the Existence 
of Choice Sets. 

An attempt is made to explore the possibility of rational social 
choice in the absence of a complete social ordering. It is held that 
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for policy recommendation in any given situation it is sufficient if we 
have an alternative which is socially considered to be at least as 
good as every other alternative under consideration. The set of all 
such alternatives is called the choice set. A non-empty choice set 
may exist even in the absence of a complete social ordering. In such 
cases we can choose any alternative from the choice set and the 
non-existence of a complete social ordering need not disturb us very 
much. The existence of a non-empty choice set is discussed with 
reference to two distinct methods of social decision. The first 
method discussed is that of “non-minority rule.” It is shown that the 
existence of a non-empty choice set defined in terms of “non-minor¬ 
ity rule” does not necessarily provide a satisfactory solution to the 
problem of democratic choice. The second and more satisfactory 
method discussed is the familiar method of majority decisions. A suf¬ 
ficient condition for tlie existence of a complete social ordering 
under this method has been given by A. K. Stai in “A Possibility 
Theorem on Majority Decisions" (Economcirica, April 1966). Given 
the number of alteniatives to be finite, a condition weaker than 
Sen’s is shown to be sufficient for the e.xistence of a non-empty 
choice set defined in terms of majority decisions. Tlie weaker condi¬ 
tion requires that Sen’s “Value restriction" should hold for every tri¬ 
ple of Pareto optima in the set of alternatives in question. Rev. 
Econ. Stud., Jan. 1968, 35(1-101), pp. 1-11 (English). Delhi School 
of Economics 


Qumx, J. Comparative Statics Under Walras’ Law: The Case of 

Strong Dependence. 

Tlais paper is concerned with determining the class of qualita¬ 
tively specified systems in which the hypothesis that Walras’ Law 
permits the economist to derive comparative statics results concern¬ 
ing the sign of changes in equilibrium prices following a disturbance 
to equilibrium, and permits proof of stability (in the linear approxi¬ 
mation sense) of equilibrium. In particular, all of the results ob¬ 
tained are for the special case in which no zeros appear in the coef¬ 
ficient matrix of the system (the “strong dependence” case). 

The main results of the paper are as follows. When there are more 
than three commodities (including numeraire), stability can be 
proved for qualitatively specified systems under Walras’ Law if and 
only if all commodities are gross substitutes. Complete comparative 
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statics results can be obtained when excess demand for one non- 
numeraire commodity it shifted, either in the gross substitute case or 
in the case in which all commodities except that one for which ex¬ 
cess demand has shifted are gross substitutes, while the entries in 
the column remaining are either all positive or all negative. These 
are the only cases in which complete comparative statics results can 
be derived under tlie assumptions of qualitative information, Wal¬ 
ras’ Law and strong dependence. Rev. Econ. Stud., Jan. 1968, 
35(1-101), pp. 11-22 (English). University of Kansas 


Resta, M. On the Rational Utilization of Productive Resources 

{Sull’utilizzo razionale delle risorse produttive). 

Although the optimum utilization of re.sourccs is a fundamental 
principle of economics, only in micro-economics do there exist cer¬ 
tain rules for the modification of these principles. Tlic most common 
and best known is that of the equilibrium in the productivity of 
factors (also called the “equimarginal productivity principles”). 
However its exten.sion to macro-economics proves not to be valid. 
Nor does the abstract research on Pareto’s optimum recently under¬ 
taken by students of “welfare economics” seem capable of applica¬ 
tion. Thus when we require from economic systems a shrewder hus¬ 
bandry of their resource, with the aim of achieving the maximum 
rate of development, we do not supply public administrators with 
any technical criteria of conduct. This provokes a number of distur¬ 
bances and much equivocation. 

For example, some countries proclaim that they are short of re¬ 
sources and yet, more often than not, use them badly on account of 
their existing productive structure and of the institutions which pro¬ 
tect that structure. Thus, it becomes clearly necessary to study what 
defines the level of utilization of the resources, beginning from cer¬ 
tain definitions and discriminations of concepts up to now not rigor¬ 
ously employed. The same may be said for the notions—fundamen¬ 
tal for the present purpose-of total productivity and of technical 
progress. 

In order to facilitate this by no means easy research-work, the 
writer tries to invert the problem by having recourse to the defini¬ 
tion and ascertainment of what the calls “malutilization” of re¬ 
sources as at present occurs in each ec'onomic system in different 
rates. In order to get a better idea of the theme with examples and 
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practical applications, the writer chooses the Italian economic sys¬ 
tem. Tliis malutihz.ition, in any case, is not reduced by the eflFect of 
the development of income. 

The phenomenon of trial utilization is connected with the basic 
constitution of the system and with the structure in which certain 
great sectors of the national economy evolves and the relation of 
these sections to each other (relation betvs'cen the great sections of 
the national economy; relation between the infrastructures and the 
structures f)f the economy; lack of proportion between public and 
private economy, between monetary and real factors, relation be¬ 
tween spatial and time factors in an economic system, etc. etc.). The 
\ciy plienomenon of the more than proportional returns of the na¬ 
tional factors of production, leaving aside technical innovations, is 
explained by the writer as a result of the original maJutilization and 
the successive improvements introduced in the allocation of the in¬ 
puts, while It is probable that with a rational employment of pro¬ 
ductive resources the macro-economic function of production would 
tend to he homogeneous, linear, of degree 1. In the last part of the 
study the probh'm of optimum utilization is summed up with the 
necessary use of symbols lor an approach to a rigorous formalization 
of the optimum utih/ation of the resources in macro-economics. 
L'lndustria, July-Sept., 1967, (3), pp. 303-29 (Italian). 


Sato, R. and Beckmann, M. J. Neutral Inventions and Production 

Functions 

Neutrality of inventions is defined by the condition that one eco¬ 
nomic variable derived from the production function is invariant 
whenever another vari.tblc is held constant. Tliis extends the well- 
known concepts of Harrod and of Hicks neutrality. All combinations 
of the following variables arc ex.amined; the capital-labor ratio, the 
marginal productivities of labor and of capital, the marginal rate of 
substitution, the capital-output ratio, the output per man, the profit 
or wage share, and the elasticity of factor substitution. In addition 
to the known types of neutrality including factor augmenting prog¬ 
ress, eleven other functional forms for neutral technical progress are 
obtained. 

The empirical significance of some of these variables is briefly dis¬ 
cussed in relation to the United States, Japanese and German data. 
It is shown that some new definitions of neutral technical progress 
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are proved to be better empirical assumptions than the standard 
definitions of Hicks and Harrod neutrality. The use of these con¬ 
cepts also illustrates the possibility of estimating the efficiencies of 
capital and labor and the form of the production function simulta¬ 
neously, which is contrary to the so-called impossibility theorem. 
Rev. Econ. Stud., Jan. 1968, 35(1-101), pp. 57-67 (English). Bronm 
University 


Sato, R. and Nagatani, K. The Stability of Oligopoly with Con¬ 
jectural Variations. 

The first purpose of the present paper is to relax the simple Cour¬ 
not assumption used in the Theocharis-Fisher-Hahn model of oli¬ 
gopolistic competition and to substitute a more general form of the 
firms’ subjective evaluation (or conjectural variation) of a market. 
We define the conjectural variation as a coefficient of expected re¬ 
sponsiveness on the part of rival sellers to a change in a seller’s out¬ 
put. More specifically we a.ssume that an increase in each firm’s out¬ 
put will always be accompanied by a proportionate increase (or de¬ 
crease) in his rivals' output. It is shown that in general this model is 
likely to be more stable than the one with the simple Cournot as¬ 
sumption, provided that the conjectural variation is positive. 

Our second purpose is to study the implication of collusion-warfare 
hypotheses, llie model is essentially a dynamic version of Bishop’s 
collusion-warfare model. By introducing the conjectural variation, it 
is shown that the model has either no possibility of collusive equilib¬ 
rium or a strong possibility of stable collusive equilibrium. This 
model can be applied to a situation in w'hich the market switches 
betw'een a collusive oligopoly and a state of warfare. Rev. Econ. 
Stud., Oct. 1967, 3-^(4-100), pp. 409-417 (English). University of 
Hawaii 


Sheshinski, E. Tests of the ‘Learning by Doing’ Hypothesis. 

This paper tests the “Learning by Doing” hypothesis, recently ad¬ 
vanced by Arrow in a well-known article (R. E. Stud. 1962), against 
the experience of several manufacturing industries in the U.S. and 
other countries. The assumption is that at least part of technical 
progress does not depend on the passage of time as such, but grows 
out of “experience” generated within the production process itself. 
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Cumulated ‘experience’ is measured by cumulated gross investment 
and, alternatively, by cumulated gross output. The model is pat¬ 
terned after that ol Arrow except that neutral technical progress is 
disembodied and substitutability of factors is allowed. The bulk of 
the empirical applications is based on the Constant Elasticity of 
Substitution class of production functions. 

Regressions are applied to cross-sectional and time-series data on 
U.S. two-digit manufacturing industries, and to cross-county (U.S., 
U.K., West Germany, Canada, Norway and Australia) data on se¬ 
lected indusb'ies, 1950-1960. The main results arc as follows: (1) 
Tliere is evidence to confirm the ‘Learning by Doing’ hypothesis 
that productivity growth in manufacturing is correlated with the 
amount of investment (and outjmt). (2) Tire amount of investment 
is particularly important in accounting for differences in productiv- 
it}’ grov’th between countries, (3) There is mild evidence, particu¬ 
larly from cross-county data, that the elasticity of substitution in 
most manufacturing industries is below unity. Rev. Econ. Stat., Nov. 
1967, 49(4) English. Harvard University, USA 


Sm^th, R. L. a Price-Minus Theory of Cost? 

\ price-minus theory of cost is no less realistic than a cost-plus 
theory of price. Businessmen frequently work from prices back to 
costs. In business it is not the adding of a margin to average costs 
which is fundamental, but the efforts and techniques involved in 
achies’ing appropriate levels of average costs and in designing ap¬ 
propriate products. Although the dependence of costs on prices has 
been recognized ever since it was explicitly mentioned by Hall and 
Hitch in 19.39, cost-plus and full-cost theories of price tend to be re¬ 
garded as satisfactory by many economists. By teaching principles of 
full-cost, economists tend to render short-sighted ‘rule-of-thumb’ 
methods utilised by many businessmen respectable. 

In contrast to the literature on micro economics, the literature in 
the field of marketing is overwhelmingly in favour of a price-minus 
approach to cost. In marketing firms are assumed to be ‘market ori¬ 
entated’ and there is an abhorrence of equilibrium and emphasis is 
placed on the disruption of established routines. 

Examples are quoted of motor car manufacturers relating costs to 
prices, and retailing is presented as a sector of the British economy 
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where recently the emphasis has been placed on relating costs to 
prices rather than, as in the past, prices to costs. 

The problem of how prices in manufacturing industry and ser¬ 
vices are and should be determined is important from the point of 
view of national policy towards inflation. On the principle that 
prices, in the main, are cost determined, it has been deemed desir¬ 
able to introduce an income policy to restrain price increases. There 
is also much to recommend direct control of prices; by delaying 
price increases, pressure is exerted on costs and productivity is, 
thereby, likely to be increased. Scottish ]ourn. Pol. Econ., June 1967, 
14{2), pp. 110-17 (English), University of Keele, UK 


Taylor, M. Graph-Tlieoretic Approaches to the Theory of Social 

Choice. 

Some notions and theorems concerning Hamiltonian paths from 
Graph Theory are u.sed to discuss intransitive aggregated ordinal 
preference schemes and Arrow’s Impossibility Theorem. A group de¬ 
cision function, based on a graph (or its associated matrix) which is 
defined from the aggregated preferences, is presented. This group 
decision function satisfies all of Arrow’s axioms and all his conditions 
except tlie Third (Independence of Irrelevant Alternatives),—but at¬ 
tempts to deal with the more fundamental problem of intransitivity 
by ignoring the I'hird Condition in a way which does not implicitly 
make interpersonal comparisons of utilities. Public Choice, Spring 
1968, 4, pp. 32-45 (English). Yale University 


Tinsley, P. A. An Application of Variable Weight Distributed Lags. 

Econometric models make extensive use of distributed lag rela¬ 
tions that apply identical weight schedules to each observation ot 
the independent variable X. ’These fixed weight schedules permit 
only the passage of time to alter the contribution of each past ob¬ 
servation of X. For the variable weight distributed lags considered 
here, the weight schedule associated with an observation of X is 
modified by another set of variables Z. Thus, the Z variables may 
redistribute the timing of the impact of each X observation. A linear 
approximation of the variable weight model and methods of esti¬ 
mating polynomial approximations are discussed. To illustrate ap- 
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plication of the variable weight specification, both fixed weight and 
sariable weight models are estimated for the relation of shipments 
and new orders of machinery and equipment. Jour. Am. Stat. Assoc., 
Dec. 1967, 62(320) English. Federal Reserve Board, USA 

Thompson, E. A. Intertemporal Utility Functions and the Long Run 

Consumption Function. 

Statistical work during the past twenty years has yielded rela¬ 
tively simple formulae for describing the long run consumption 
function in the United States. Yet the literature still contains no 
statement as to what this observed consumption function, a function 
which has held for vaiious patterns of interest rates, implies about 
the exact form of the representatives utility function. 

In the independently developing literature on the theory of opti¬ 
mal savings, intertemporal utility functions of a very special class 
have been consistently postulated. 'WTiile this special class of conve¬ 
nient utility functions might appear a priori to have no empirical 
relevance, now’herc in the liteniturc is there an explicit empirical 
test of the validity of this special class of utility functions, 

In this paper, we state and prove a theorem which offers a solu¬ 
tion to both of the neglected problems described above. The theo¬ 
rem states that under fairly standard specifications, the utility func¬ 
tion implied by the observed long run consumption function is 
equivalent to a popular sublcass of the class of utility functions used 
in the optimal savings literature. Econometrica, Apr. 1967, 35(2), 
pp. 356-61 (Enghsh), University of California, Los Angeles 


ViND, K. Control Systems with Jumps in the State Variables, 

Pontryagin’s Principle can be and has been used in inventory 
theory, production theory, capital theory and growth theory. The 
idea presented in this paper shows how the principle can be used 
also when a firm operates in a market economy or a country in a 
world market. The resulting jumps in tlie state variables—amount of 
capital, amount sold of a commodity, etc.—will disappear through a 
reinterpretation of the system. 

The idea is that time is one of the variables and the speed of time 
can be controlled. By stopping time and letting the other variables 
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P"’®- Econometrica, Apr. 

1967, 35(2), pp. 273-77 (English). University of Copenhagen 


Watts, P. E. C.E.G.B.’s Bulk Supply Tariff and Long Run Marginal 
Cost. 

The Central Electricity Cenerating Board is introducing a tariff 
for bulk supplies with unit rates based on short run marginal costs, a 
peaking capacity charge related to the rate of take at system peak 
and a basic capacity charge related to the rate of take over the winter 
“plateau.” A case for two capacity charges in a tariff intended to re¬ 
flect long run marginal costs is stated. It is also shown how obsoles¬ 
cence influences the conversion of long run marginal costs, calcu¬ 
lated as present values of system incremental costs, into annual tariffs. 
Econ. Journ., March 1968, 78(309), English. Central Electricity Cen¬ 
erating Board. England 

Alu.n, R. G. D. and Mishan, E. J. Substitution terms: a comment. Economica, 
Nov. 1967, pp. 4.31-.32. 

Asimakopulos, a. The pure con.sumplion loan mwlel once more. jour. Pol. 
Econ., Oct. 1967, pp. 7.36-64. 

Black, D. .A simple theory of non-cooperative games with ordinal utilities. 

Papeis Non-Markot Decision Making, fall 1966, pp. 1-48. 

Bonem, G. W. On the marginal cost pricing of municipal water. Water Re¬ 
sources Research, Feb. 1968, pp. 191-93. 

CA.sssNiino, P. E 11 profitto d’tmpresa e la sua determinazione. R.issegna Econ , 
Sepl.-Oct. 1967, pp, 1013-38. 

CastrlN, K. Kilpuilu ja kasvu—II. (With English summary.) Liiketaloudel- 
linen Aiknkaiiskirja, 1967, 16(4), pp. ,350-66. 

Coleman, J. S. Individual interests and collective action. Papers Non-Market 
Decision Making, fall 1966, pp. 49-62. 

Cunningham, R. L. Ethics and gome theor)'; the prisoner’s ddemma. Papers 
Non-Market Decision M.aking, spring 1967, pp. 11-26. 

Daniel, C. 'Dio market for a consumers’ good under universally competitive 
conditions. Soc. and Econ. .Stud , Dec. 1967. 

Das, a. a reconsideration of the Giffen paradox. Artlianiti, Jan.-July 1966, 
pp. 58-66. 

Demsetz, H. The cost of transacting. Quart. Jour. Econ., Feb. 1968. 
Diamond, P. A. Cardinal welfare, individualistic ethics, and interpersonal com¬ 
parison of utility; comment. Jour. Pol. Econ., Oct. 1967, pp. i65-66 
Diwan, R. K. On the Cobb Douglas production function. .Southern Econ Jour, 
Jan. 1968, pp. 410-14. 

Eisermann, G. Propaganda y compelcncia. Rev. de Econ. x Estad., 1966,10(3-4), 
pp. 147-91. 

FossATt, A. Effetti doi tributi nella teoria traclizionale eel in alcuni modelh 
cletcriminati di monopolio bilaterale (I parte.) Ciorn. d. Econ, Jiil\-Aiig. 
1967, pp. ,568-92. 
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Gould, J. P. Adjustment costs in the theory of investment of the firm. Rev. Econ. 
Stud., Jan. 1968, pp. 47-56. 

Criliculs, Z. More on CES production functions. Rev. Econ. Stat., Nov. 1967. 
H^rcourt, G. C. Investment-decision criteria, capital-intensity and the choice 
of techniques. Czech. Econ. Papers, 1967, (9), pp. 65-91. 

IIefrtje, a. Oligopolie. (With English summary.) De Economist, Sept.-Oct. 
1967, pp. 611-35. 

Heimstadtfr, E. The trend of income distribution in the Federal Republic of 
Germany, from the standpoint of distribution theory. German Econ. Rev., 

1967, 5(4), pp. 278-92, 

KAMLRSC’iirN, D. R. A critical comment on the use of profit rates as a proxy 
variable for monopoly power. Mississippi Valley Jour. Bus. Econ., fall 1967, 
pp. 83-91. 

Kantzknbach, E. Das Konzopt der optimalen Wettbewerbsintensitat. Eine 
Erwiderung auf den gleiehnamigen 13esprechiings.auf.sat7 von Erich Ilopp- 
mann. Jahrb. f Nattonalbk. und .Stat., Dec. 1967, pp. 193-241. 

Page, A. N. 'Plie general incompatability of the tr.iditional consumer equi¬ 
librium with economic rationality: a comment. Oxford Econ. Papers, March 

1968, pp. 136, 

IYoit, C. R. Atm MrsTELXtAN, S. A note on the symmetry between bribes 
and charges. Water Resources Rese.uch, Feb. 1968, pp. 395-97. 

Ramsiiy, f. B. A comment on the marginal physic.il proclnct curves for the CES 
and VES production functions. Am. Econ. Rev., June 1968. 

S.\WA, S On tho "average period’’ of J. R, Hicks. Kyoto Univ. Econ. Rev., Oct 
1966, pp. 1-20. 

Schmitt-Rink, G. UiUemehmungswacbstiim und -sehrumpfiing. Tcil II Vari.ible 
Wachstuinsratc (Sebrumpfungsrate) dcr Nachfrage. Jahrb. f. Nationalok. mid 
Stat, Nov. 1967, pp. 97-116. 

ScHOVER, R. Decentralized marketing decisions under uncertainty. Mississippi 
Valley Jour. Bus. Econ, fall 1967, pp. 3.5-41. 

Thompson, E. A. Do freely competitive markets misalloeate ebaritx ? A com¬ 
ment on Tulloc'k’s analysis. Reply by C, Tullock. Public Choice, spring 1968. 
Thompson, E. A. A Pareto optimal group decision process. Papers Non-Market 
Decision Making, fall 1966, pp. 133-40. 

Tullock, G. Information without profit. P.ipers Non-Maiket Decision Making, 
fall 1966, pp. 141-60. 

Tubvey, R. How rational economic decisions .are made. Lloyds Bank Rev., Jan. 
1968, pp. 39-46. 

UcHFNDU, V. C. Some principles of haggling in peasant markets. Econ. Develop, 
and Cult. Change, Oct. 1967, pp. 37-50. 

WAT-rs, P. E. C.E G.B.’s bulk-supply tariff and long-run marginal cost, Econ. 
Jour., March 1968. 

Weinstein, A. A. Individual preference intr.onsit’vity. Southern Econ Jour, Jan, 
1968, pp. 335-43. 

Wenders, J. T. Entry and monopoly pricing. Jour. Pol. Econ., Oct. 1967, pp. 755- 
60. 

Yates, R. C. and Taylor, B. J. A note on monopsony, minimum wages, and 
employment: comment. Am, Economist, fall 1967, pp. 56-59. 

Zachini, E. Una nota sui sub-sistemi di Sraffa. Studi Econ., May-Aug. 1967, 
pp. 290-305. 



Income Theory; Related Empirical Studies 

Ablin, R. S. Income, Capital Mobility and the Theory of Economic 

Policy. 

The starting point of this article is the mathematical elucidation 
by Professor Harry G. Johnson of the assumption that international 
capital flows respond to income as well as interest differentials be¬ 
tween national areas (See: “Some Aspect of the Tlieory of Economic 
Policy in a World of Capital Mobility”, Revista Internazionale di Sci- 
enzc Economiche e Covimerciali, 1965, Vol. 12, No. 6. In the present 
article the specific implications of this a.s.sumption for the “assigne- 
ment” of monetary and fiscal policy (under a fixed exchange rate) 
are illustrated geometrically. 

It is argued that the relating of capital flows to income levels rep¬ 
resents simplification with potentially misleading policy conse¬ 
quences. Equilibria! capital flow levels are more appropriately re¬ 
lated to given rates of growth or changes in income over time Thus, 
a once and for all rise in income levels in o)ic country should pro¬ 
duce a merely temporary rise in capital inflows (as well as internal 
investment) as capital stock adjusts to the higher income level. The 
changes in the cyclical and secular policy implications required by 
this revised form of the income-capital flow relationship, and some 
of the difficulties involved in assuming the relationship itself, form 
the core of the discussion. Broadly speaking, the results tend to re¬ 
store somewhat the pr.ictical adequacy of the simplified Mundell 
policy model (which related capital flows to interest differentials 
alone), particularly for income changes of a cyclical as opposed to 
a secular character.—Some relevant statistical results are discussed 
briefly. Ktjklos, 1968, pp. 102-16 (English). Federal Reserve 

Bank of New York 

Allen, R. G. D. A Simple Approach to Macro-Economic Dynamics. 

Text-hooks on macro-economic theory generall)’ use so little math¬ 
ematics that they fail to provide students with an adequate analysis 
of dynamic systems, the core of macro-economics. A mathematical 
formulation, essential to the developed theory, can be profitably 
used even in presenting the simplest macro-dynamic models. It .spot- 
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lights the features of the models and their limitations; it serves as a 
guide to the appropriate extension of the models. The article gives a 
sequence of highly simplified models as a foundation on which de- 
veh)ped macro-dynamic theories can be constructed. 

The basic model relates to a one-sector closed economy in which 
the essential lag is in investment but which may also have lags in 
consumption and output. If there is only an investment lag, the 
model is of equilibrium type with saving equal to investment; when 
there are other lags, there is disequilibrium with unintended saving 
and/or investment. Two specific models are explored, one of growth 
and the other of oscillations. The basic model is extended to an open 
economy with c.vogenous exports and imports proportional to output. 
Sunjile problems of stabilisation are considered, both in a closed and 
in an open economy. The last model examined is one of saving as an 
optimal alloeatioir over time. It is found that, under simplified but 
reasonable conditions, the optimal jmoeess works itself out to give 
the Harrod-Domar warranted rate of growth. Economica, Nov. 1967, 
NS 3-1(136), pp. 395-408 (English). London School of Economics, 
UK 

Bonin, f. M, Consumption, Durable Goods Spending, and Changing 

OASbiII Seasonality. 

Tlie permanent-income hypothesis predicts that consumers smooth 
consumption over long periods of time. Doubt is cast on this theory 
if consumption re.sponds sharply to unexpected income changes. Un¬ 
expected or “transitory” income is predicted to affect mainly spend¬ 
ing on household durables. 

The main transitory income phenomena examined in this paper 
are several positive and negative changes in disposable income re¬ 
sulting from unusual movements in the seasonal pattern of employee 
Old Age, Survivors, Disability and Health Insurance (OASDHI) 
withholding. Specifically, the question is whether changes in the 
OASDHI .seasonal pattern have affected seasonality in durable 
goods spending significantly more than they have seasonality in cur¬ 
rent consumption. 

With Ds symbolizing durable goods seasonality, ND, nondur¬ 
ables, and S„ services, multiple regression estimates of the im¬ 
portance of changes in the seasonal pattern of employee OASDHI 
payments, Eb, are as follows: First, one dollar of change in E, tends 
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to be inversely associated with $2.36 of change in D„ and this as¬ 
sociation is statistically signiBcant at the .001 level. Secondly, the 
partial correlation coefficient (r) is -.67. Thus, r= is .45 and E, ex¬ 
plains about 45 per cent of otherwise unexplained changes in Dj. 
Contrarily, the regression coefficients of ND, and S, against E, are 
not statistically significant, and the respechve r values are only .15 
®nd —.20. Thus, as expected, seasonality in spending for durable 
goods was responsive to changes in employee OASDHI seasonality, 
while seasonal patterns for consumption and service expenditures 
were much less sensitive to this type of transitory income. These 
findings appear consi.stent with a loose permanent-income hypothe¬ 
sis. 

Finally, and incidental to the above test of the permanent-income 
hypothesis, the very existence of strong seasonality in consumption 
is reconciled with the idea that consumers level their consumption 
over time. Am. Econ. Rev., June 1968, 58(3), English. University of 
Georgia, USA 


Bhuno, M. Estimation of Factor Contribution to Growth Under 

Structural Disequilibrium. 

The paper deals with the problem of measuring factor contribu¬ 
tion to growth for economies in which factor elasticities are not 
properly measured by their relative income shares. The point of de¬ 
parture is the use of the general Arrow, Chenery, Minhas, Solow 
(ACMS) approach for a case where neither the capital nor the la¬ 
bour market can be assumed to be in equilibrium, by setting up an 
empirically testable model in which the extent of displacement from 
equilibrium is given explicit measure. The empirical investigation 
which prompted the formulation of the model ties in better with the 
linear relationship behveen output per unit of labour and the real 
wage, than with the logarithmic (CES) case with which ACMS 
have been mainly concerned. This implies another family of produc¬ 
tion functions, having the Cobb-Douglas function as its asymptote, 
which in itself has interesting properties. The main emphasis, how¬ 
ever, is on taking account of and measuring disequilibrium by intro¬ 
duction of a linear wage marginal productivity adjustment equation. 

A two equation model consisting of the observed linear output per 
unit of labour real wage relationship and the underlying production 
function allowing for disequilibrium, is fitted by non-linear estima- 
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tion. iTie model is applied to the data of output, labour, capital and 
the real wage in the manufacturing and total private economy of 
Israel during 1953-64. A systematic reduction in the average share of 
labour and a ri.se in the rate of return to capital are interpreted as a 
gradual approach to equilibrium in the factor markets. The relative 
contribution of capital to growth turns out to be much higher than 
would be given by the observed share estimator and much higher 
than has been found in economies such as the U.S. Intermt. Econ. 
Rev., Feb. 1968, 9(1), pp. 49-62 (English). Hebrew University, Jeru¬ 
salem 


Feldstein, M. S. Specification of the Labour Input in the Aggregate 

Production Function. 

The correct specification of the labour input in the aggregate pro¬ 
duction function is important in the study of past economic growth, 
in measuring the marginal product of capital, in predicting future 
growth and in assessing the opportunity cost of changes in working 
hours. A production model embodying separate output elasticities 
with respect to men and hours also has significant implications for 
the theory of labour supply, employment and distribution. 

Theoretical considerations discu.s.sed in this paper suggest that the 
elasticity of output with respect to hours excet'ds that with respect 
to men. The evidence, based on Cobb-Douglas production functions 
estimated for cross-sections of 24 British industries for three differ¬ 
ent years, is compatible with this proposition. Attempts to correct 
for a variety of possible sources of bias does not alter this conclu¬ 
sion. 

Although the evidence supports the hypothesis, there is need for 
caution. Tire most serious reservation, but one that cannot be 
avoided with the currently available Briti.sh data, is that a produc¬ 
tion function estimated for a cross-industry sample may be mislead¬ 
ing. Further research will be done with U.S. data. At this stage in 
the research it would seem best to assume that the elasticity of out¬ 
put with respect to hours exceeds that with respect to men and is 
likely to exceed unity. The traditional assumption that the elasticity 
of output with respect to hours is small or at most equal to the elas¬ 
ticity of output with respect to men may lead to substantially incor¬ 
rect predictions and policies. Rev. Econ. Stud., Oct. 1967, 34(4-100), 
pp. 375-86 (English). Harvard University 
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Kbaus, 0. Business Cycles Theory and 
turiheorie md WirtschaftspolUik.) 


Economic Policy (Konjunk- 


The development of business cycles theory did not coincide with 
the development of business cycles themselves. Though no really pe¬ 
riodical cycles occurred in the twentieth century, many economists 
still speak of lower and upper turning points” of the sinus curve, 
which does not exist in real economic life. The course of business 
activities shows ratlier mountains” and “valleys”, where the begin¬ 
ning of one does not correspond with the end of the other and vice 
versa. 

A realistic attempt to characterize the course of business cycles 
and any exact theoretical analysis has to distinguish at least four 
"turning points”, viz. 1) the beginning of the “mountain”, 2) its end, 
3) the beginning of the “valley”, 4) its end. 

After thirteen decades of discussion, of all the attempts to explain 
the causes of business cycles only the "monetary” theories have sur¬ 
vived. Experience in the twentieth century has shown that creeping, 
autonomous or imported, inflation and political deflation must be re¬ 
garded generally as causes and only in exceptional cases as a result 
of business cycles. Schmollers Jahr., 1967, 87(5), pp. 513-538 (Ger¬ 
man). 


Kromphardt, J. Determinants and Functions of the Interest Rate 

in a Growing Economy. 

In neo-classical growth theory, the interest rate equals by assump¬ 
tion the marginal product of capital. Thus, there is no place for the 
theory of interest in the theory of growth. Consequently, the article 
starts from the other end by considering the determinants of the in¬ 
terest rate in a growing economy. The liquidity-preference theory is 
not suflScient because it only takes into account the supply of money 
against interest bearing assets, it does not consider the demand for 
money by those, who pay the interest. Therefore, the interest rate 
theory is completed by the introduction of the Schumpeterian theory 
of interest, bearing essentially on the demand for credit by entrepre¬ 
neurs to finance the growth process of their firms and thus of the 
economy. 

Secondly, to understand better the functions of the interest rate, 
“the” market of interest bearing assets is broken down into several 
submarkets, i.e.: the market of bank deposits, the market of bank 
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credits to enterprises, the market of industrial bonds and the market 
for mortgate loans and bonds (government securities being ex¬ 
cluded). Some characteristics of the supply and demand schedules 
in tliese submarkets arc then discussed. 

Finally, in the light of the foregoing, the importance of the differ¬ 
ent functions of the interest rate in a growing economy is discussed, 
special importance being given to its r61e in the distribution of re¬ 
sources between consumption and investment. Zeitschrift f. die Ges. 
Staats , Oct. 1967,12.3(4), German. University Munster 


KtmniARA, K. K. The Keynesian Instability Theorems: A Rejoinder. 

Tliis paper jirovidcs a rebuttal to W. R. Allen’s criticisms of the 
Keynes-Hansen notion of cyclical instability and the author’s con¬ 
cept of secular instability in a high-saving, low-consumption econ¬ 
omy vis-(\-vis a low-saving, high-consumption economy. Keynes 
made the investment elasticity of income vary directly with the av¬ 
erage saving ratio and inversely with the maiginal saving ratio, with 
the formal result that the elasticity, as such (and regarded by Allen 
as a measure of instability), could become an indeterminate func¬ 
tion of income for a wealthy or a poor economy. Specification of the 
consumption function as linear, non-proportional would, as Allen 
himself intimated, justify the Keynes-Hansen notion of greater insta¬ 
bility for a rich than for a jroor economy, however. 

A greater part of the paper is devoted to correcting Allen’s misun¬ 
derstanding of the author’s secular instability theorem as applied to 
a rich economy. It is demonstrated that Allen’s use of the investment 
elasticity of income as a measure of instability is irrelevant to the 
long-run analysis of a capital-rich economy tending to excess saving 
in terms of marginal or average ratios relatively to the investment 
ratio most likely to prevail under laissez-faire and in peacetime, 'flie 
demonstration is made by modifying the Harrod-Domar growth 
model, with the consequence that a high-saving, low-consumption 
economy is shown as normally tending to doicnuard secular insta¬ 
bility for lack of investment relative to saving (Harrocl) or of effec¬ 
tive demand relative to productive capacity (Domar). Moreover, 
the author indicates stabilization rescue operations d la the passing 
suggestions of Harrod and Domar (addition of autonomous private 
or public investment to induced private investment relative to sav¬ 
ing in terms of ratios). The author stresses the destabilizing implica- 
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tion of a high saving ratio for the capital-goods industries which 
alone may not easily provide an offsetting investment ratio for stable 
growth. Economica, Nov. 1967, NS, 34(136), pp. 424-27 (English). 
State University of New York at Binghamton 


Laidler, D. The Permanent Income Concept in a Macro-Economic 

Model. 

A great deal of empirical work has been done on the simple 
aggregate relationships used in macro-economics, and there is now 
wide agreement that the use of current income in the consumption 
and demand for money functions is not altogether adequate. One of 
the several suggested replacements for this variable is permanent in¬ 
come, and this paper seeks to investigate the effects of introducing 
this variable into a simple five equation macro-model of income de¬ 
termination. 

Tire analysis is earried out in terms of simple geometry and alge¬ 
bra, and the basic results obtained are these. In response to a 
change by a greater amount initially than ultimately, reversing its 
direction of change soon after the impact of the exogenous shift. 
Perhaps more interesting, it is shown that the introduction of a 
lagged response to income does not mean that the change in income 
resulting from a shift in an exogenous variable is also spread out 
over time in a smooth approach to the new equilibrium. Though it is 
possible to obtain this result, it is equally possible that income may, 
like the interest rate, change more initially than ultimately. What 
happens here depends upon the magnitude of the parameters of the 
behaviour relations embodied in the model. Oxford Econ. Papers, 
March 1968, 20(1), pp. 11-2.3 (English). University of Essex 


VAN MEFRiiArciir, M. A. C. Prior Notification of Price Increases as 

an Instrument of Frice-Stabili/ation Policy. 

After a first section consisting of a survey of instruments of price 
policy, the author gives an account of the provisions governing price 
regulation in France, Belgium, the Netherlands and Austria, and par¬ 
ticularly those relating to the prior notification of price increases. In 
France and Belgium the procedure is compulsory by law, and in the 
Netherlands and Au-stria it is voluntarily complied wnth by the enter¬ 
prises concerned. 
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The last part contains an appraisement of the system for prior no¬ 
tification of proposed price increases. In the author’s opinion, this 
system, confined to a number of essential goods is an indispensable 
aid in price policy. In periods of inflationary pressure, it can be used 
to exercise a restraining influence. Sometimes measures taken as a 
result of such a .system are directed at the symptoms and not at the 
root causes of inflation. But even so they are more often than not 
desirable until such time as the other instruments of price policy 
strike home. 

Whates'cr the circumstances, it is possible by this means to take 
timely action against unwarranted increases, especially in adminis¬ 
tered prices, upon which the conventional instruments make no 
impression. Kyklos, 1968, 22(1), pp. 26-42 (English). University of 
Cient, Belgique 


Pai iswi, E Economic Growth—Fetish or Necessity. 

Politicians and economists loo are nowadays accustomed to stare at 
the rates of ec'onomic growth. This aiticlc tries to raise some doubt 
whether this goal is of any use m mature economies. Modern eco¬ 
nomic theory is filled up with mathematical models and statistical 
methods and thus looking like a natural science. But there is a 
breaking point where economic thinking ends-must end—in human 
and social sciences. 

A good example today is the ease longing for higher and higher 
rates of growth. The classical economic theory dealt with a sta- 
tionarv' economy—without any growth in population and capital ac- 
cuiriul.ition and still the “Keynesian revolution” m economic think¬ 
ing does not change the stationary state of the economy—for in the 
long 1 un w'e all are dead, as Keynes argued—, but w as interested in 
full employment of the labour force. 

At present, politics are interested in steady and adequate eco¬ 
nomic growth and economists are—like the Board of Economic Advi¬ 
sors in Western Germany—asked to care for appropriate measures to 
secure this economic growth. Tliis is a “new mercantilism”. 

But what IS the use of a policy of economic growth—especially in 
industrialised and “mature” economies? It is the essence of this sub¬ 
ject that there is no proof, no solid argument for a policy of eco¬ 
nomic growth in such countries. A high rate of growth seems to be of 
mainly political importance, especially in the struggle between east 
and west. 
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But if politicians decide themselves for economic growth, is the 
highest rate the best? This assumption is a characteristic mistake in 
economic and political thinking—because of the connections of eco¬ 
nomic science to social and human science (religion, philosophy) 
which deliver the goals. What forbids man to claim for more free¬ 
dom instead of more economic wealth? The price of the continuous 
claiming for a maximum of economic growth is inflation and a 
“phantastical inequality in distribution of wealth” {]. Meade). 

Economic growth is more a condition of economic policy than a 
goal. Growth policy is useful in underdeveloped areas—but even 
here with certain restrictions as to the social conditions of economic 
development—and in “mature” economies when it augments produc¬ 
tivity of production and here too this means amendment not only of 
the machinery of production but more and more better quality of 
“human capital”. Zeitschrift f. die Ges. Staats., Oct. 1967, 123(4), 
German. University Miinchen, Germany 

Rkad, L. M. The Measure of Total Factor Productivity Appropriate to 

Wagc-Pricc Guidelines. 

Total factor productivity estimates have proved unsati.sfactory in 
the context of wage-price analyses mainly because capital inputs 
have been assessed according to their output measure rather than 
their input measure. The distinction between these measures arises 
from the very concept of productivity itself. In terms of ratios of 
current year to base yoar figures, if Er is the productivity ratio, Or 
the constant value output ratio and T the constant value input ratio, 
then Er ^ 0,/l, and U, therefore, ^ 0,/E,. Thus the input measure 
of capital equals its output measure divided by its productivity ratio. 

If we apply the principle consistently we find that 

Or 

--- 

aLr + pKr + yMr 

as is usually assumed but rather 

Or 

E, ---- 

aLr + PK,/E,r +YMr/E.„r 

where I^r is the labour input ratio, Kr the ratio of total capital car¬ 
ried and Mr the ratio of capital consumed. The practical diflSculty 
here is immediately apparent: the calculation of Er requires the 
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calculation of Eu, and E,„r- What is required, therefore, is a simul¬ 
taneous solution for all productive processes. 

ITie above presupposed no change in the definition of constant 
output prices. However, the definition of constant input prices con¬ 
sistent with the above is those values of outputs or inputs which 
would have obtained had output prices varied while wage rates and 
rates of return on capital thoughout the economy remained the 
same as in the base year. Provided that the base year chosen is one 
in which input prices in general are in approximate equilibrium, 
then the ratio of values at current prices to values at constant input 
prices (as herein defined) will tend to be the same in the long run 
throughout the economy. If so, then prices will tend to vary relative 
to each other inversely with productivity (as defined above) and 
real wages will rise proportionately with the overall productivity of 
the economy. Canadian Jour. Econ., May 1968, 1(2) English. Carle- 
ton University, Canada 


Russell, R. R. International Disparities in Income Elasticities. 

In his classic study of income elasticities of demand [“An Interna¬ 
tional Comparison of Household Expenditure Patterns . . Econ- 
ometrica, 1957, pp. 532-51], H. S. Ploulhakker discovered that the 
elasticities for four major commodity groups (food, clothing, hous¬ 
ing, and miscellaneous) vary significantly among countries. The 
present note represents a preliminary attempt to explain these inter¬ 
national disparities in income elasticities of demand with two eco¬ 
nomic variables, income and relative prices. The method adopted is 
to simply regress Houthakker’s estimated elasticities on the Icwel of 
consumption per cajnta and the relative prices in the relevant coun¬ 
tries. Tlie consumption data and the price indices were converted to 
German marks of 1953 using appropriate price indices and the pur¬ 
chasing power parities published by the Statisches Bundesamt. 

Tlie results indicate that income elasticities of dc'mand for all 
three commodity groups (food, clothing, and housing) are inversely 
related to the level of per capita consumption. The coefficients on 
the relative price variable were statistically insignificant for food 
and housing, but indicated a positive rclation.ship between the in¬ 
come elasticity of demand for clothing and its relative price. 

The multiple correlation coefficients (corrected for the upward 
bias introduced by using generalized least-squares to correct for het- 
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eroskedasticity) are all less than .5, indicating that most of the inter¬ 
national variation in income elasticities of demand remains to be ex¬ 
plained—perhaps by non-economic variables. Rev, Econ. Stat., Nov. 
1967, 49(4), English. University of California, Santa Barbara, USA 


Rymes, T. K. Professor Read and the Measurement of Total Factor 

Productivity. 

In this companion paper to Professor Read’s, it is shown that Read 
provides an operational device which permits what may be called 
Harrod-Robinson-Read type measures of the rate of technological 
change. Given initial conditions and the preferences of transactors, 
economists would argue that the course of relative prices could be 
predicted from changes in technology. Within the context of one- 
and two-commodity equilibrium growth models, we show that the 
derivation of H-R-R measures of the rate of technological change re¬ 
sults in the exact prediction of the course of relative prices, i.e., real 
wage rates and the price of capital goods in terms of consumption 
goods. It is .shown that neo-classical measures of the Hicks-Meade 
type will not, generally, predict the course of relative prices and are, 
as well, subject to ambiguity arising from their treatment of com¬ 
modities as inputs. Finally, we show that as a logical corollary of 
Read’s procedure for the derivation of correct measures of total fac¬ 
tor productivity, measures of changes in Wicksell-Robinson real cap¬ 
ital may also be constructed. Canadian Jour. Econ., May 1968, J(2) 
English. Carleton University, Ottawa 


SroRAXJSKi, M. Inflation and Economic Growth 

'This article analyzes tlie influence of monetary factors on the 
aggregative neoclassical model of economic growth. The neutrality 
of money has been widely discussed in the monetary theory litera¬ 
ture. It has been concluded tliat if prices and wages are flexible, and 
if wealth is not an argument in the saving function, the real vari¬ 
ables of the system are independent of the nominal stock of money. 
Since in the neoclassical growtli model saving does not depend on 
wealth, it would seem that ignoring monetary factors is a proper 
way of simplifying the analysis. 

This paper shows that neglecting tire existence of alternative as¬ 
sets to real capital in the neoclassical model of growth is not justi- 
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Bed. The mere existence of government debt, interest or non-interest 
bearing, induces the economy to attain a steady state capital stock 
that is lower than the one indicated by the Solow-Swan neoclassical 
growth model. It therefore follows that the golden rule saving ratio 
is no longer the one that maximizes long run consumption. For long 
run consumption to be maximized, the saving ratio has to be greater 
than the share of profits in national income. 

In addition, recent work on economic growth in a monetary econ¬ 
omy centers its attention on the steady state features of the econ¬ 
omy. There is no discussion of how the economy reaches its state of 
steady growth. Theie is therefore no analysis of how changing mar¬ 
ket conditions aflFect people’s expectations and how changes in these 
expectations influence the economy’s behavior through time. This 
paper attempts such an analysis. While we conclude that the higher 
the rate at which the government increases its outstanding nominal 
stock of debt the higher will be the economy’s steady state stock of 
capital, in the short run an increase in the rate of monetary expan¬ 
sion may lower the economy’s growth rale. Jour. Pol. Econ., Dec 
1967, 75(6), pp. 796-810 (English). Massachusetts Institute of 
Technology 

VAN nr Klundert, Th. Two views on the Problem of Capital Ac¬ 
cumulation ( Twee visies op het ciaagstuk van de hapitaahccumu- 

latie). 

A systematic presentation of the theory of economic growth is 
given by distinguishing positive and normative economics. With re¬ 
spect to the positive theory of economic growth the survey first pays 
attention to the difficulties resulting from the divergence of actual 
and warranted rates of grow’th in the model of Harrod. 

Problems belonging to the domain of “disequilibrium dynamics,” 
to borrow an expression from F. H. Hahn and R. C. O. Matthews, 
are eliminated in the remaining part of the article. The standard 
two-sector model with fixed technical coefficients is introduced to 
analyse the existence and stability of balanced growth. The same 
model is applied to illustrate “the comparative dynamics that corre¬ 
sponds to comparative statics,” as Hicks puts it in Capital and 
Growth. It is found that an increase in the propensity to save of cap¬ 
ital owners usually raises the share of wages. 'There may be an ex¬ 
ception if the production of investment goods is strongly capital-in- 
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tensive relative to the production of consumption goods. In addition 
to the topics mentioned above, Harrod neutral technical change is 
given some comment. 

In the section on normative growth theory the time-honoured 
problem of optimal savings is discussed. Following recent develop¬ 
ments in this field subsections are devoted to tlie “golden rule of ac¬ 
cumulation and T. C. Koopmans’ work on the intertemporal prefer¬ 
ence function. Finally, the question of optimal accumulation is 
solved for the special case of no discounting of future per capita 
consumption flows, llie method used goes back to the famous pio¬ 
neering article of F. P. Ramsey in the Economic Journal of Decem¬ 
ber, 1928. De Economist, Sept.-Oct. 1967, 115(5), pp. 582-610 
(Dutch). University of Tilburg, The Netherlands 

Vogt, W. On the Theory of Economic Growth, and Its Relevance 

(Ober die Thcorie des uirtschaftUchen Wachstums und Ihre 

Bedeutung). 

The study is devoted to the theory of economic growth and its rel¬ 
evance to pure and applied theory. It is maintained that by trying to 
explain tlie development of the factors of production the theory of 
growth represents an important generalization of the static theory of 
general equilibrium. Tire main conceptual categories and specific 
methods of growth theory arc shown to be the examination of the 
existence and stability of growth equilibrium and of comparative 
dynamics. As far as applied theory is concerned the principle con¬ 
clusions are the following: economic models devised to explain a 
country’s economic development should be based on the theory of 
growth rather than on an entirely Keynesian business cycle ap¬ 
proach. This docs not seem to be generally realised, since the major¬ 
ity of macro-economic models is of basically Kcyne.sian nature. On 
the other hand the theory of growth needs to be supplemented by a 
theory of business cycles, because the actual economic development 
exhibits growth as well as fluctuations. Although great stress is laid 
on the essential role of the growth theory in any attempt to explain 
a country’s economic development, it is doubted whether the theory 
can as yet be usefully applied to practical situations. There remain a 
number of unsolved problems (of measurement, etc.) typically con¬ 
nected with the theory of economic growth. While this may, for the 
time being, prevent the theory from being put to practical use, it in 
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no way affects its basic validity. De Economist, Sept.-Oct. 1967, 
115(5), pp. 553-81 (German). 


VAN Wa.\sdijk, T. Some Hioughts on Anti-inflationary Policy. 

Anti-inflationary policies and autonomous recessionary tendencies 
in some countries of Western Europe have resulted in a slowing 
down—but not a halting—of the rate of price rise. Unemployment 
and declining growth rates have caused the authorities inter alia in 
Britain, the Netherlands and Germany to adopt reflationary policies. 
The question arises whether measures aimed at reducing demand 
—either aggregate or directional—can bring about the desired price 
stability. It is also apparent that if a recession starts as a result 
of too much deflation, the level of unemployment is of less impor¬ 
tance as a policy parameter than investment demand. Before unem¬ 
ployment has reached a point where reflation would be needed, tlie 
autliorities would have had to stimulate investment, both public and 
private. This turning point seems to be reached before price stability 
is achieved. Since in our modern society prices and wages are not 
equilibrium prices, there is no guarantee that even a substantial re¬ 
duction in demand will lead to stable prices. If it is accepted that 
inflation is entirely a demand-induced phenomenon, then the re¬ 
moval of excess demand should be the policy aim and the price 
index the gauge. After years of inflation, however, the economic 
system develops a measure of price inertia which is due partly to 
factors inherited from the preceding period of inflation (replacement 
of assets at a higher cost in industries whose prices arc cost-deter¬ 
mined and where no provision is made for asset depreciation on the 
basis of higher replacement cost), partly to expectations that despite 
the absence of excess demand prices may have to be raised at some 
future date. There are in South Africa structural peculiarities which 
may cause a response to anti-inflation measures different from that 
experienced overseas. South African four. Econ., Sept. 1967, 35(3), 
pp. 219-29 (English). University of the Witwatersrand, Johannes¬ 
burg. 

Ali.xis, M. Influencia del coefidente de capital, sobre el inin'eso nacional real 
por cabera. Rev. de Econ. y Estad., 1906, 10(3-4), pp. 7-110. 

Berndtsov, H. KonsumKonsbeteende, Iconsumtion och investenngar. (Con¬ 
sumer behavior, consumption and investments.) Eicon. Samfundets Tids., 1967, 
20(4), pp. 231-44. 
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Behtrand, T. J. J. C. H. Feis constant per capita consumption 
mcnt. Quart. Jour. Econ., Feb. 1968. 


model: com- 


Bhaeutigam, H. Systembedgingte Inflatioa—inilationsbcdingte Rezessiou. 
Ordnungspolitiscbe Betracbtungen und 'rbescn. Schmollers Jahrb., 1967, 87(3), 
pp. 275*92. 


Bbahamananda, P. R. Towards a genera) tlicory of the price level. Arthaniti, 
Jan.-July 1966, pp. 67-104. 

Fhev, L. Analisi critica delle teorie keynesiane del risparmio a confronto con la 
reaM italiana recenle. (With English simunary.) Risparmio, Sept. 1967, pp. 
1578-1613. 


Gahurbo, C. Problem! di aggregazione nell’unalisi del sistema produttivo. (With 
English summary.) Riv. Intcrnaz. di Sci. Econ. e Com., Nov. 1967, pp. 1045- 


Goux, C. Productivite et investissement. Rev. d’Econ. Pol., Sept.-Oct. 1967, 

pp. 608-22. 

Haveman, R. and Khutilla, j. Unemployment, excess capacity and benefit-cost 
investment criteria: some supplementary estimates. Rev. Econ. Stat., Nov. 
1967. 


Holbrook, R. S. 'Hie tlirce-year horizon; an analysis of the evidence. Jour. Pol. 
Sci. Econ., Oct. 1967, pp. 750-54. 

Jones, R. W. Comments on techiucal progress. Philippine Econ. Jour., 1966, 
5(2), pp. 313-32. 

JonoEN.soN, D. W. Linear models of economic growth. Intemat. Fcon. Rev., 
Feb. 1968, pp. 1-13 

Nell, E. J. Theories of growth and theories of value. Eton. Develop, and Cult. 
Change, Oct. 1967, pp. 15-26. 

Palmehio, G. Conlributo alia tcoria della determinazione di un programma di 
accumulazione ottirnale per una coinnmnita. Giorn. d. Econ., July-Aug. 1967, 
pp. 604-17. 

Preiser, E. Economic growtli as a fetish and a necessity. German Econ, Rev., 
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Singer, H. W. Sir John Hick.s on “growtli and anti-growtli.’ Oxford Econ. 
Papers, March 1968, pp. 122-24. 
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Wni., R. L., [n. CoiiMimption in the closed von Neuman model. Econ ol 
Planning, 1967, 7(1), pp. 39-47, 

Williams, R. M. Sulle tecniche di previsione di breve andare hasate sul criterio 
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Barkaj, H. The Empirical Assumption of Ricardo’s 93 Per Cent. 

Labour Theory of Value. 

Ricardo admitted that the application of capital in production 
wrecks the labour theory of value as an analytical theorem. He nev¬ 
ertheless maintained th.it the proposition that prices are propor¬ 
tional to labour inputs is empirically valid. He attempted to uphold 
this second line of defemcc of the theory by showing that, even 
when returns to capital are included in cost, changes in the profit 
rate ha\'e a minor effect. From a specific arithmetical example, he 
derived a “one per cent rule”. A change of one per cent in the profit 
rate results accordingly in a one per cent change in relative cost. 
Tims, if jirofll rates vary v ithin a narrow range only, relative prices 
also would not vary much from the norms estahli.shcd by relative la¬ 
bour cost. 

An anal)tical fonmd.ition of Ricardo’s arithmetical example 
shows, how'cver, that his “one per cent lule” depends on an implic¬ 
itly assumed quantitative relationship. The example postulates an in¬ 
dustry difference in the time-intensit\’ of production of the order 
of unitij. Formulations of cost of production equations which take 
into consideration the other two c-omplications due to capital and 
mentioned by Ricardo—dillerences in capital labour ratios, and in 
fixed capital durabilities, rc“spcctive-arc also show n to yield the one 
per cent rule only if industry differences in capital structure are of 
the order of unity. 

'Idle assumption that inter-industry dilferenees in time-intensities, 
capital-labour ratios and dur.rbilities are small virtually implies 
something close to universal homogeneity in the structure of produc¬ 
tion. Thus Ricardo’s popularly-accepted second line of defence of 
the labour theory of value depends on the factual relevance of this 
assumption. Economica, Nov. 1967, NS, 34(136), pp. 418-23 (En¬ 
glish). The Hebrew University, Jerusalem, Israel 


Bni-rr, W. Some Neglected Early Critics of the Wages Fund Theory. 

'This article surveys the contributions of some of the early critics 
of the wages fund theory of classical economic thought. Although 
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most commentaries on the subject of the wages fund disprito ac¬ 
knowledge the importance of the criticisms of Francis D. Longe and 
William T. Thornton, they typically neglect the writings of earlier 
economists who rejected the wages fund theory. Among those who 
refused to accept uncritically this major pillar of classical economics 
were: Sir Edward West. Godfrey Higgins, T. Perronet Thompson, 
Richard Jones, and Thomas Hopkins. 

These attacks were not very powerful, either because the critics, 
such as Higgins, did not distinguish between monetary and real fac¬ 
tors; or because, as in the case of Thompson, they insisted that the 
theory should do more than it really set out to do. Jones had mainly 
semantical objections, while West was really ahead of his time in 
recognizing the role of consumer demand in affecting the demand 
for labor. Moreover, none of these writers developed an extensive 
treatment of their views. Most of the tracts were devoted to other 
matters, with the wages fund theory coming in for cursory treat¬ 
ment. Thus it is not surprising that these incursions had no percepti¬ 
ble effect on the subsequent development of the classical school. Not 
until the 1860s do we find systematic treatises devoted entirely to 
the subject of the wages fund theory. Meanwhile the doctrine held 
sway, retarding factory legislation and the labor-union movement. 
Southwestern Sor. Set. Quart., June, 1967, 48(1), pp. 54-60 (En¬ 
glish). University of \hrginia 

Chalx, a. Relativist and Absolutist .\pproaches to the History of 

Economic Tlieory. 

Two contrasting approaches to the history of economic theory are 
noted: (1) the absolutist, or immanent, approach which explains the 
evolution of economic theory as a largely autonomous, self-con¬ 
tained process that has unfolded in accordance with an inner devel¬ 
opmental logic peculiar to the discipline, and (2) the relativist view, 
which accounts for innovations in economic theory almost exclu¬ 
sively in terms of environmental influences. The term “environment’ 
as used in this context includes both the economic eindronment per 
se and those intellectual iiiHuenccs which stem primarily from devel¬ 
opments in related social sciences and philosophy. Although few, if 
any, writers may be described as cither completely absolutist or rel¬ 
ativist in outlook, the works of George Stigler and Mark Blaug are 
typical of the so-called absolutist approach, whereas Wesley Mitch- 
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ell and Werner Stark have presented essentially relativist interpreta¬ 
tions of the de\'eIopment of economic tJieory. 

Despite the fact that these contrasting approaches cannot be com¬ 
pletely reconciled, many of the interpretative disagreements are 
based upon semantic issues involving the meaning which should be 
attributed to the term “economic theory”. Thus most absolutists con¬ 
ceive of economic theory as a body of timeless truths which are 
valid iiTespeetive of prevailing institutional arrangements. An exam¬ 
ple of this type of theory may be found in the general equilibrium 
system of Leon Walras. The relativists, however, tend to regard eco¬ 
nomic theory primarily as a set of tools which serve the purpose of 
explaining economic relations within a framework of changing 
human institutions and motivations. 

Autonomous factors have become moic important in the develop¬ 
ment of economic theory as the discipline of economics has matured, 
and authorities such as Joseph Schumpeter and George Stigler argue 
that environmental influences ha\e become virtually insignificant 
during recent decades. There aie reasons to believe, however, that 
in the future economic theory will continue to be a joint product of 
environmental and autonomous factors. Southwestern Soc, Sci. 
Quart., June, 1967, 48(1), pp. 5-12 (English). Texas A & M Univer¬ 
sity 


Coats, A. W. Alfred Marshall and the Early Development of the 

London School of Economics: Some Unpublished Letters. 

Marshall’s letters to W. A. S. Hewins, the first Director of the 
L.S.E., shed hght on the general state of British economics in the 
1890s and early 19(X)s and reveal the interdependence of economic 
methodology, academic politics and institutional loyalty. Marshall 
considered that Hewins had painted too gloomy a picture of the sit¬ 
uation in 1895, when the L.S.E. was founded, thereby exaggerating 
its importance and, by implication, under rating the achievements of 
Cambridge economics. Marshall’s interest in the relationship be¬ 
tween “pure theory” and “economic science” .stemmed from his in¬ 
volvement in tlie academic campaign that led the way to the Cam¬ 
bridge Economics Tripos in 1903. He also commented on Fabian 
“influences” at the L.S.E. and the “guiding principle” of Cambridge 
economics—the search for “the One in the Many and the Many in 
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the One.” Economica, Nov. 1967, NS. 34(136) 
University of Nottingham, England 


, pp. 408-17 (English). 


Coats, A. W. Sociological Aspects of British Economic Thought ( ca. 
1880-1930). ' 

In the account of the reasons why Alfred Marshall and the Cam¬ 
bridge school dominated British economics during the period at¬ 
tention is focused on the academic and social context rather than on 
specific economic ideas. Marshall’s personality, attitudes, and style 
of thought are examined with reference to the public reputation of 
political economy and its changing academic status at Cambridge, 
and an effort is made to trace the emergence of a doctrinal “school,” 
with a distinctive mode of language, set of methods and problems, 
and point of view. A survey of leading personalities and academic 
conditions elsewhere—especially at Oxford and, after 1895, at the 
newly founded London School of Economics—helps to explain why 
no alternative doctrinal school was established, and a discussion of 
the role of the examination system and the methods of appointment 
to academic chairs sheds further light on the professional situation 
in economics. The article concludes with a discussion of the rela¬ 
tions between academic and non-academic economists in Britain at 
the turn of the century, and a provisional attempt is made to identify 
tlie principal group of contributors to economic thought at the time. 
Jour. Pol. Econ., Oct. 1967, 75(5), pp. 706-29 (English). University 
of Nottingham 


Hibscu, a. Wesley Clair Mitchell, J. Laurence Laughlin, and the 

Quantity Theory of Money. 

J. Laurence Laughlin was a fervent believer in the universal va¬ 
lidity of classical political economy. He considered himself an adher¬ 
ent of J. N. Cairnes’ methodology. Yet an examination of his argu¬ 
ments against the quantity theory shows that he was anything but 
“orthodox” in this area. He differed from Cairnes and his colleagues 
at the time in rejecting the notion that theory could have value per 
se as an analytic tool or that theory could be considered valid if it 
had to appeal to “disturbing cases.” Laughlin was not aware that the 
methodological criticism he levelled against the quantity theory 
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could as validly be levelled against his own monetaiy theory as well 
as against the classical theories of value and distribution. 

Neither was Mitchell, it seems, w'hen he was Laughlin’s student. 
In his earliest work Mitchell showed himself to be very much 
Laughlin’s disciple. Interestingly, one finds in this essay remarks 
which, while they reflect Laughlin’s ideas, show the seeds of notions 
that were to become basic in Mitchell’s later program. As time went 
on Mitchell came to reject most of Laughlin’s monetary ideas, to 
realize that Laughlin generally assumed the facts necessary to sup¬ 
port his arguments instead of trying to find them, and to level the 
.same kind of criticism against traditional value and distribution 
theory as he had against the quantity theory. In some basic re.spects, 
however, his methodological views remained consistent, that is, con¬ 
sistent with the views Laughlin had held. 

Laughlin made a contribution in raising questions about the 
quantity theory. Mitchell formulated the questions more clearly and 
meaningfully, and set out on a venture of lengthy and careful inves¬ 
tigation without which definite atiswers to such question cannot be 
found. The questions that Mitchell asked about money remain un¬ 
answered. Hut there is better understanding today about how the 
search must be conducted to attain the knowledge which is needed 
to achieve rational control of the economy. Jour. Pol. Exon., Dec. 
1967, 7.5(6), pp. 822-43 (English). Brooklyn College 

BLA.NDY, R. Kfarsli.ill on human capital: a note. Tour. Pol. Eton., Dec. 19C7, 
pp. 874-75. 

Cuhtis, T. D. Marshall and Weber on wealth and property. Am. Jour. Picon. 
Soc., Jan. 1968, pp. 89-98. 

Nik, J. U. lames L,niiencc* Laughlin, founder of the Journal of Political 
Economy, jour. Pol. Econ., Dee. 1967, pp. 779-81. 

Oiu-ANDi, B. Schumpeter e Hilferding teoriei del capitalismo tedesco. (With 
English summary.) Riv. Interiiaz.. di Sci. Econ. e Com., Nov. 1967, pp. 1118- 
26.' 

Pellanda, a. Procetto c natura nei consilia sull’intercssc di P', Zabarella. Un 
parallelo con Turgot. Giom. d. Pieon., Jiily-Aiig. 1967, pp. 618-41. 

PtTHEi.LA, P". Adam Smith’s rejection of Hume’s j)rice-specic-flow mechanism; 
a minor mystery resolved. Southern Econ. Jour., Jan. 1968, pp. 365-74. 



Economic History; Economic Development; 
National Economies 


Adelman, I. AND Morris, C. T. Performance Criteria for Evaluating 

Economic Development Potential-An Operational Approach. 

In this paper we devise relatively objective criteria, based on past 
performance, for identifying underdeveloped countries with good 
development potential. For this purpo.se, 73 underdeveloped non¬ 
communist countries were first classified into three groups according 
to their economic performance. Die top group consisted of countries 
which from 1950-51 to 1963-64 had experienced an average annual 
rate of growth of real per capita GNP of at least 2 per cent and 
which, in addition, ranked at least moderately high with respect to 
no less tlian five out of seven economic performance characteristics. 
Tire lowest group included all those countries which, from 1950-51 
to 1963-64 had an average real rate of growth of per capita GNP of 
less than one per cent per year. Tire remaining countries weie as¬ 
signed to the intennediate group. 

The statistical technique used in deriving objective criteria for 
distinguishing between performance groups was that of step-wise 
discriminant analysis. This method dctennincs statistically, by an 
analysis of variance, those linear combinations of country perfor¬ 
mance characteristics which best discriminate among various groups 
of countries. In selecting the variables for the discriminant function, 
the analysis at each step scans the entire list of variables not already 
in the discriminant function and then selects that variable which 
adds most to the c.xplanation of the variance between group means, 
given the other variables already included. Variables are added to 
the discriminant function as long as they meet a preassigned level of 
statistical significance. 

In our case, the discriminant analysis was performed with 29 vari¬ 
ables representing a wide range of the social, political, and eco¬ 
nomic characteristics of low-income countries. It is from tliese that 
the method picked out the four traits most relevant to potential for 
successful economic performance. Tlie discriminant function ob¬ 
tained in this manner consisted of a linear combination of the fol¬ 
lowing variables (listed in order of their statistical importance); (1) 
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the degree of improvement in financial institutions, (2) the degree 
of modenii/ation of outlook, (3) the extent of leadership commit¬ 
ment to economic development, and (4) the degree of improvement 
in agricultural productivity. Quart. Jour. Econ., May 1968, 82(2) 
English. Northwestern University, Evanston, Illinois and American 
University, Washington, D.C. 


Bateman, F. Improvement in American Dairy Farming, 1850-1910: 

A Quantitative Analysis. 

The purpose of the paper is to examine improvement in American 
dairying, compute new estimates of national and state average milk 
yields and to iinaly:<e the .s'ources of improvement between 1850 and 
1910. The yield estimates were derived from existing fragmentary 
data supplemented by material from agricultural literature. To de¬ 
termine the sources of improvement, various quantitative techniques 
were used. 

The data show that the average annual diary yield increased by 
about fifty percent. The analysis of the sources of change indicates 
that there were few major innovative advances and no dramatic 
shifts in the production function, such as those that occurred in 
some other segments of .American agriculture. Gradual improvement 
was gained by (1) fuller annual utilization of existing varieties of 
dairy capital in conjunction with larger inputs of improved feed and 
of labor time, and (2) wider dispersion of good dairy techniques, 
particularly for feeding, within the American agricultural economy. 
Tlie major portion of the increase in annual yields resulted simply 
from lengthening of the period of milking each year by gradual 
elimination of the practice common in most areas in 1850 of allow¬ 
ing an approximate four-month non-milking period. Market-induced 
diffusion of existing techniques was more important for increasing 
the national yield and most state yields than were innovations. Tlie 
change in techniques that underlay the growth of yields was non- 
mechanical and consisted largely of the adoption and adaptation of 
existing methods in new western areas as market conditions became 
favorable to dairying. Tlie westward movement and related urban 
growtli was an indirect source of the growth of yields that, with 
changes in the economic opportunity for commercial dairying, stim¬ 
ulated the adoption of improved techniques in states outside the 
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Northeast. Jour. Econ. Hist., June 1968, 28(2) English. Indiana Uni¬ 
versity, USA 


Beals, R. E., Levy, M. B. and Moses, L. N. Rationality and Migra¬ 
tion in Ghana. 

This paper estimates the effects of income and other variables on 
the pattern of interregional labor migration in Ghana. Similar empir¬ 
ical studies of migration have been done by economists and geogra¬ 
phers for the United States and other Western countries but re¬ 
search on African migration has seldom been directed toward the 
determination of quantitative aggregative relations. 

Data on birthplace and residence of the population of Ghana for 
seven administrative regions were available from the 1960 Popula- 
tion Census oj Ghana. ITie migration rate of adult males from the 
region of birth to the region of residence is used as the dependent 
variable in log-linear regressions. Explanatory variables include av¬ 
erage returns to African labor, population, urbanization and educa¬ 
tion for the home and destination regions and distance between the 
major population centers of each region. A high proportion (.91) of 
the variation in interregional migration rates is explained by the 
regressions. 

All of the estimated coefficients, interpretablc as elasticities, are 
different from zero at a high significance level. Tire highest elastici¬ 
ties relate to income; migrants clearly tend to move to regions with 
high average wages. Distance is a strong deterrent to migration and 
apparently serves as a proxy for otherwise unmeasured variables in¬ 
cluding costs of moving, sociological and cultural differences be¬ 
tween regions and the flow of information. Migration increases more 
than in proportion to population of the origin region. Migrants are 
also attracted to regions of large population. The elasticities of mi¬ 
gration with respect to both home and destination education levels 
were negative. The simple dissatisfaction hypothesis that educated 
people become dissatisfied with rural life and move to cities regard¬ 
less of economic opportunity, is refuted. The rate of migration in¬ 
creases with the urbanization levels of both the home and destina¬ 
tion regions. 

The high coefficients of multiple determination obtained and the 
significance of parameters may have special interest in view of the 
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absence of previous work of this sort in underdeveloped areas. Rev. 
Econ. Utat., Nov. 1967, 49(4) English. Amherst College, University 
of Illinois at Chicago Circle and Northwestern University 


ByouK, G. C. Regional Adjustment to Economic Growth; the United 

States, 1880-1950. 

Economic growth necessitates shifts from agricultural to non-agri- 
cultural employment. DiflEerenccs in the agricultural—non-agricul- 
tiiral proportions of employment between geographic areas necessi¬ 
tates migration to compensate for the more rapid increase of labour 
by natural increase m agricultural areas and more rapid increase in 
the demand for labour in industrial areas. Failure of migration to 
occur in sufficient magnitude contiibutes to divergence in average 
incomes in areas with different employment structures. 

Interstate w'age ditterences in non-agricultural employment for 
decennial years, 1880-1950, in the U.S. show relative stability accom¬ 
panied by extensive migration A simple model is developed in 
which net migration is regicssed against predicted changes in labour 
scarcity resulting from differential rates of growth in tlie supply of 
labour by natural increase and the demand for labour taken as a 
function of industrial structure Differences between predicted 
changes in labour scaicity and net migration are regressed against 
changes in wages for each state. 

Statistical results indicate interstate migration can be largely ex¬ 
plained by differences in industrial structure. Migration during the 
period prevented increasing wage differentials re.sulting from the im¬ 
pact of growth on different employment structures in the individual 
states but did not take place in sufficient magnitude to narrow inter¬ 
state wage differentials. Oxford Leon. Papets, March 1968, 20(1), 
pp. 81-97 (English). Columbia University, New York 


BoHiuscn, A. AND Konjg, W. Tlie Attitude of Mexico Toward Foreign 
Direct Investment. An Example of the Economic Policy of the 
Latin American Developing Countries {Die Ilaltung Mexicos 
zu auslandischen Direktinvestitionen. Ein Beispiel fur die Wirt- 
schaftspolitik lateinamerikanischer Entwicklun^sJdnder). 

The origin and motives of the flow of foreign investment towards 
Latin America are reviewed in hi.storical perspective and, in the case 
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of Mexico, related to economic and political development. The 
looseness of this country’s legal framework for foreign investors has 
allowed Mexican official policy to be flexible. A policy of Mexicani- 
zation, whose far-reaching and continuous character generally has 
not yet been understood clearly abroad, has been implemented 
mainly by means of administrative and indirect measures, and must 
be viewed against the ideological background of the concept of 
“Mexicanidad”. 

The government, spokesmen for private interests and academic 
circles are the main groups which have contributed to Mexican 
opinion on foreign direct investment. A certain convergence of opin¬ 
ion on more nationalistic lines, particularly in the private sector, can 
be observed towards the end of the fifties. Basic agreement exists, 
apart from a dissenting minority, that foreign direct investment 
plays a useful role in the Mexican economy under certain conditions 
—the most important criterion being its ability to contribute to the 
development of the country. 

Official Mexican policy towards foreign direct investment, which 
has been somewhat influenced by leftwing groups as have tlie stand¬ 
points of the private sector, has compiled in a high degree with the 
demand to give tliis capital a complementary character in the na¬ 
tional industrialization efforts. Furthermore, it has generally been 
continuous and consistent. Schmollers ]ahr., 1967, 87(5), pp. 
567-606 (German). 

Bruno, M. Optimal Patterns of Trade and Development. 

A model of optimal resource allocation is discussed for an open 
and growing economy making simultaneous decisions on consump¬ 
tion-investment and on future levels and composition of foreign 
trade, in face of changing factor proportions and productivity. Tlie 
emphasis is placed on incorporating the foreign exchange constraint 
together with limitations on both physical and human capital in ra¬ 
tional decisions on the planning of trade in a way that would be 
analytically satisfactory but at the same time practically feasible. 

The model is a simplified reduced form of a dynamic Leontief- 
type programming model. Consumption goods and many alternative 
trade (i.e. export or import substitution) activities are expressed in 
terms of their supply and demand of foreign exchange, domestic 
savings, unskilled and “skilled” labour. Capital and intermediate 
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goods and changing patterns of consumption are implicit in the sys¬ 
tem. The model can also accommodate “well behaved” non-linear 
demand and supply curves for the trade goods. 

Tlie workings of the model are described by varying the given rel¬ 
ative factor endowments at a point in time and as between different 
points in time and c.xamining the shape and ordering the trade ac¬ 
tivities along the production frontier. The underlying price structure 
of the model is used to analyse the role of the skill constraint and 
dynamic comparative advantage. 

The model is then applied to Israeli data using a 30 trade activity 
breakdown. Tentative empirical results relate to 1970 and 1975 de¬ 
velopment alternatives and an attempt is made to assess the sensitiv¬ 
ity of the optimal trade pattern to future changes in factor endow¬ 
ments and productivity. Rev. Econ. Stat., Nov. 1967, 49(4) English. 
Hebrew University, Jerusalem 


Cii-iLLis, C. E. The Debasement of tlie Coinage, 1542-1551. 

There is general agreement that the great Tudor debasement was 
a fiscal cvpc'riment, devised to provide the Crown with a new and 
lucrative source of revenue, but there are conflicting views regarding 
the size of the revenue involved. F. C. Dietz calculated tliat from 
the beginning of the debasement in May 1544 until its end in July 
1551 jirofits on the coinage amounted to £1,014,500, while A. E. 
Feaxean’oar stated that debasement, which he saw beginning as far 
hack as July 1542, yielded a net piofit of £227,378 11s 9'.id down to 
30 September 1547. An examination of the evidence used by these 
scholars together with some documents unknowm to them demon¬ 
strates that both estimates are wide of the mark since profits of the 
debasement between 1542 and 1551 amounted to £1,285,000. Tlie 
core of this demonstration consists of tables of coinage production 
which offer fresh statistics not only of the fiscal success of debase¬ 
ment but also of the quantity of coin produced during these years. 
Clearly, these revised figures for mint output have significance for 
the investigation of wider issues—the total size of coin production, 
the effect of coin production on circulating media, and the relation¬ 
ship between the circulating media and inflation, for example—but 
detailed analysis of this sort lies beyond the scope of this present 
survey. Econ. Hist. Rev., Dec. 1967, NS, 20(3), pp. 441-66 (English). 
University of Leeds, UK 
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Chxjhch, R. a. The Effect of the American Export Invasion on the 

British Boot and Shoe Industry 1885-1914. 

Largely because American competition was forthcoming from 
shoe machinery suppliers as well as footwear manufacturers the 
American export invasion had a stimulating effect on the British 
boot and shoe industry. Tliis competition helped to force British em¬ 
ployers to re-examine customary methods of working, and labour 
utilization, and to reconsider the prevailing system of industrial rela¬ 
tions. The character of American shoes, which threatened to swallow 
a growing share of the British market, caused entrepreneurs in Brit¬ 
ain to pay more attention to the commercial appeal of their products 
and to the possibility of raising shoe consumption by producing 
styles and fashions differing from traditional British footwear. By 
contributing to the erosion of entrepreneurial conservatism, by en¬ 
couraging through a tied leasing system the thoroughgoing moderni¬ 
zation of industrial technology, by altering the methods of working 
and promoting more effective labour utilization, the American im¬ 
pact upon the British boot and shoe industry was one of the most 
striking cases of a successful response to foreign competition in this 
period. Jour. Econ. llLst., June 1968, 28(2) English. University of 
Birmingham 

Cooper, J. P. The Social Distribution of Land and Men in England, 

1436-1700. 

This arises from an article by F. M. L. Thompson [ibid. 2nd Se¬ 
ries, XIX (1966), 505-17) and attempts to estimate the distribution 
of land among various social categories, but especially between 
greater and lesser landowners in 1436, 1524, 1559 and the 1690s. Es¬ 
timates are made of tlie number of knights 1429-1600 and the num¬ 
ber of freeholders 1560-1700. Contemporary estimates by Thomas 
Wilson, Edward Chamberlayne and Gregory King are compared 
and criticised. Use is made of the income tax on land in 1436, tlie 
1524 lay subsidies, the knighthood fines of Charles I, commissions of 
the peace, and freeholders’ books. Some unpublished estimates of 
tlie distribution of land, incomes and crops (including estimates of 
yields) by Gregory King are printed in Appendixes. It is suggested 
that 15-20 per cent of the land was held by greater levy landowners 
before the Reformation and that this proportion may not have 
changed drastically down to 1700. It is argued that the peerage was 
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not a majority of the greater lay landowners in 1436,1524, or 1559, 
thus Professor L. Stone’s contention that there was a grave crisis, be¬ 
cause they ceased to be such a majority temporarily around 1600 is 
invalid. By 1641 they may have been nearer to forming such a ma¬ 
jority. Greater landowners are defined as those owning 6-10,000 
acres or moic. Econ. Hist. Rev., Dec. 1967, NS, 20(3), pp. 419-40 
(English). Trinity College, Oxford 


Davidson, F. G. The Australian Economy, Spring 1967. 

This article belongs to the series of conjuncture leviews begun by 
the Economic Record in 1956. Since the previous review, the Com¬ 
monwealth Statistician has begun to publish a wide range of season¬ 
ally-adjusted statistics based on elaboiate computer analysis. The ar¬ 
ticle, besides using these statistics extensively, discusses briefly the 
advantages of seasonally-adjusted statistics compared with year-to- 
year changes or changes in yeai-to-year changes. 

Demand for labour in Australia reached a peak in micl-1965. In 
May 1965 unemployed registrants with the Department of Labour 
were 0.9 per cent of the estimated work force, and even in the Com¬ 
monwealth Statistician’s sample household survey the percentage for 
the six main cities was only 1.1. From mid-1965 demand for labour 
weakened more or less continuously until August 1967, when regis¬ 
tered unemployed (seasonally-adjusted) were however still only 1.5 
per cent of the estimated w'ork force. In September and October 
1967 the stronger demand which commentators had for some time 
predicted or discerned seems at last to have showm itself, and in 
these two months registrants (seasonally-adjusted) fell nearly 10 
per cent. 

The Budget of August 1967 was officially describee! as an effort to 
bring the increase in public expenditure within tighter limits. An ap¬ 
pendix to the Budget Speech emphasized that a Budget can only be 
adequately assessed in relation to trends in the economy as a whole, 
and by November 1967 it appeared that as regards the level of 
aggregate demand the Budget was well-judged. But there were un¬ 
fortunate tax concessions to the well-off. The need for restraint in 
wage-earners’ incomes, and hence in concessions to the better-off, is 
shown by a year-to-year rise of nearly 8 per cent in average weekly 
earnings and of nearly 4 per cent in the consumer price index. Econ. 
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Record. Dec. 1967, 43(104), pp. 473-501 (English). La Trobe 
versity, Melbourne 
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Dixrr, A. Optimal Development in the Labour-Surplus Economy. 

The paper gives a complete solution of the Ramsey problem for 
an aggregated neoclassical closed economy in which there is an in¬ 
stitutional or a subsistence floor level for the real wage rate, and the 
supply of labour is perfectly elastic at this wage up to the full-em¬ 
ployment level. Such a model, following the work of W. Arthur 
Lewis and others, is thought to be relevant for many underdeveloped 
countries. 

Starting with a low capital stock, subject to certain productivity 
conditions, the Ramsey optimal policy is found to consist of three 
phases. The initial policy is to maintain some unemployment in 
order to obtain a larger investible surplus. In this phase, the social 
demand price of capital has to be kept at a value higher than the 
marginal utility of consumption according to a formula derived in 
the paper. After a finite duration of time, the optimal policy is one 
of full employment but has consumption at the lower limit. After an¬ 
other finite duration, the model behaves in tlie same way as the ag¬ 
gregated neoclassical model, with consumption above the floor level, 
and converges asymptotically to a modified Golden Rule’ capital-la¬ 
bour ratio. 

The minimum-time problem, in which enough capital to ensure 
sustainable full employment is to be accumulated in minimum 
time, is also solved for the model and the solutions to the two prob¬ 
lems are compared. It is found that the minimum-time problem of¬ 
fers lower employment in the first phase than the Ramsey problem, 
in order to maximise the investible surplus. Rev. Econ. Stud., Jan. 
1968, 35(1-101), pp. 23-34 (English). Massachusetts Institute of 
Technology 

Dorner, K. The Economic Evaluation of Development Aid (Die 

dkonomische Evaluierung der Entwicklungshilfe). 

Recent experiences have demonstrated that many developing 
countries prepare impressive macroeconomic plans but fail in the 
implementation of these plans. The reason for this situation may oe 
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found partly m overainbitions plan targets but it is often also the 
lack of a sufficient number of well-prepared individual projects. This 
deficiency does not allow the plan targets to be fully realized and 
moreover icstncts the absorptive capacity with respect to develop¬ 
ment aid Tile lack of caiefully evaluated projects contributed to the 
growing aid pipeline. 

Moie and inoic, this situation transfers to the donor countries the 
task of evaluating promising projects on their own. Mam criteria for 
such a project selection should be the promotion of a self-sustainmg 
growth Unfortunately, bilateral assistance, representing a mixture of 
economic and noneconomic motivations, is only partly following this 
aim From this discrepancy oiiginate some problems of coordination 
between development aid and development planning The article 
fulhermore mquucs into several necessities and conditions for a 
purely economic evaluation’ of development assistance and dis¬ 
cusses some critena to be applied to different stages and aspects of 
aid allocation Zcitschrtft f. die Grs Stoats, Oct. 1967,123(4), Insti¬ 
tute for Development Research and Development Policy, University 
of Bochum 


Du Borr, R. B The Introduction of Electric Power in American 

M.nii.f iclunng 

Tins ailiclc is an attempt to develop a systematic analysis of one 
of the more sweeping technological changes of the past century—the 
rise of electricity in manufacturing and the corresponding fall of 
steam and water power. (Most pievious attempts to deal with this 
topic have tended to be descriptive and impressionistic) The first 
jiart IS an account of the economic forces undeilying the introduc¬ 
tion of electric power. It is found that they vveie mainly in the realm 
of reduced production costs, and that the most important direct sav¬ 
ings came in sequence: first, in material expenses, later, in capital 
costs The second part is an examination of the long-range effects of 
electrification and the areas of the m.anufacturing process trans- 
foimed by it The chief features of this reorganization of jiroduction 
appear to have been fractionahzation of power requirements, 
greater diffusion of power equipment throughout industries and 
plants, and decentralization and intensification of individual opera¬ 
tions. Both conclusions, in these two parts, are supported by quanti¬ 
tative and qualitative evidence, as well as by several case histories. 
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Econ. mt. Rev., Dec. 1967, NS. 20(3), pp. 509-18 (English). Bryn 
Mawr College, USA ^ 

Durh, E. ElEciency of Incomes Policy in Stabilizing Prices and Pro¬ 
moting Economic Grov;th {Die Eignung der Emkommenspolitik 
zuT Stabilisierung des Preisniceaus und zur Fdrderung des Wirt- 
schafiswachstums). 

The recommendation of incomes policy, to restrict growth of total 
incomes in money terms to the growth rate of real production, is 
only the specification of a goal. It is only transfer incomes that are 
directly affected by law or determined by the government, whereas 
wages and salaries are determined by industrial bargains or in 
competition between employers, and profits depend on the market 
situation. It is possible to eliminate an inflationary demand overhang 
on the labour and product markets with known economic policies 
(monetary, fiscal, and foreign trade). Empirical studies have shown 
that not only hyperinflations but also the main price increases in pe¬ 
riods of creeping inflation are the result of demand expansion in ex¬ 
cess of capacity growth. In such a situation, government control of 
tariff wages only leads to increa.sed wage drift, whereas government 
control of actual wages only leads to increased profits, without stabi¬ 
lizing prices. Past attempts to achieve price stability in boom peri¬ 
ods by incomes policy have even failed when government control of 
prices has been a<lded to halt growth of profits. It is only in a reces¬ 
sion that incomes policy seems to prevent price increases without 
damaging growth. 

But incomes policies are still being recommended for boom times, 
since restrictive monetary policies arc supposed to depress economic 
growth. Besides showing up the ineffectiveness of incomes policy in 
Isoom periods, empirical research has also shown that restrictive 
monetary policy does not depress economic growth. E\’en when a 
credit restriction and higher interest rates lower the investment 
ratio, sharper selection of investment projects and increased compe¬ 
tition in a buyers’ market lowers the capital coefficient, so the 
growth rate of production is not depressed by the monetary restric¬ 
tion. It is possible to test this hypothesis, if only imperfectly. Hie 
restriction of growth of nominal wages and salaries to that of con¬ 
sumer goods production would only be justified if the connection be¬ 
tween the investment ratio and the growth rate were greater than 
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seems the case at present. Konjunkturpol, 1967, 13(3), pp. 109-28 
(German). University of Erlangen, Nuremberg 

Eddie, S. M. Agricultural Production and Output Per Worker in 

Hungary, 1870-1913. 

When Hungary achieved internal autonomy via the establishment 
of the Austro-Hungarian Monarchy in 1867, she embarked upon a 
conscious program of national economic development. Much of the 
historical writing concerning the Dual Monarchy period is uncon¬ 
vinced of the success of this development effort, and lays the blame 
for stifling of growth at the feet of the agriculture sector—the spe¬ 
cific villain being the large estates’ overwhelming dominance in the 
distribution of land and their alleged restriction of production and 
innovation. None of the arguments known to the author have in¬ 
cluded any quantitative measure of output or productivity to support 
thcii- contentions. This paper therefore attempts to establish the rate 
of growth of agricultural output and of labor productivity (defined, 
because of data problems, as gross output per worker in agricul¬ 
ture). 

Based on estimates developed in the text, output grew at a mini¬ 
mum of 2 percent per annum compounded over the period, and 
labor productivity at a minimum of 1.5 percent. In these two re¬ 
spects the rate of jirogress achieved by Hungarian agriculture com¬ 
pares favorably with that of other countries (specifically, tlie U.S., 
U.K., Germany, and Japan) during periods of their most rapid de¬ 
velopment. This conclusion is qualified, however, by evidence which 
.supports the hypothesis that output might have grown even faster if 
the share of large estates in the land distribution had been smaller. 
Jour. Econ. Hist., June 1968, 28(2) English. Yale University, USA 

Engelsing, R. The Economic and Social Differentiation of the Ger¬ 
man Commercial Clerks, 1690-1900. 

The purpose of this paper has been to analyse the state of em¬ 
ployees (mainly clerks) between 1690 and 1900. The structure of 
this group as compared to other social strata has been made evident 
by means of their per-capita income. This means is regarded as ade¬ 
quate to the purpose, for real incomes are almost impossible to esti¬ 
mate (due to enormous differences of cost of living and prices in 
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various regions) but seem to be falling and rising about the same 
level. 

A marked differentiation of incomes in this group has been stated 
for the 18th century; first taking pace in the German residences, 
later in the German trade- and shipping-centers. The clear cut of the 
Napoleonic Era, leading to a stagnation in the first half of the 19th 
century, was superseded in the 1850s by a new diffcrenHation, sur¬ 
passing the one of the 18th century to a great extent. This change 
was caused mainly by three factors: the growth of the German econ¬ 
omy during its take-off, the differentiation of the structure of enter¬ 
prises, and the progressing division and specialization of labour and 
management in them. In the course of this differentiation the in¬ 
comes of clerks as compared to those of other groups—servants, 
workers, teachers, jounialists, university-professors, civil servants- 
changed markedly, deviating from every other group in a different 
manner. As has been stated in the footnotes, it has been a hard and 
sometimes lengthy task to gather the material and an extremely dif¬ 
ficult one to come to definite conclusions, summarizing all observa¬ 
tions and measuring tliem by one standard, Zeitschrift f. die ges. 
Stoats., July 1967, 123(3), pp. 482-514 (German). Freie Universitat 


Esiiag, E. ano Richards, P. J. A Comparison of Economic Develop¬ 
ments in Ghana and the Ivory Coast Since 1960. 

This article sets out to examine the reasons for a pronounced di¬ 
vergence since 1960 in the paths of economic developments in Ghana 
and the Ivory Coast—two adjoining African countries with broadly 
similar economies. In Ghana, which gained independence in 1957, 
production grew rapidly in the early years, but later slowed down 
and ultimately (in 1964-65) wholly stagnated. This stagnation was 
accompanied by economic and political instability which ended in 
the violent overthrow of the Government early in 1966. On the otlier 
hand, the economy of the Ivory Coast has grown at a steady and 
rapid pace since her independence in 1960 and has so far faced no 
serious problems of internal or external disequilibrium. 

The study is particularly concerned with examining the relative 
merit of the two popular theories on the difference in perfonnance 
of the two economies in the 1960s. According to one theory, differ¬ 
ences in government policies—an interventionist and socialistic pol¬ 
icy in Ghana and a laissez-faire policy in the Ivory Coast-have been 
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pj imarily resporisibJe for the better performance of the Ivory Coast. 
According to the olhoi thcoiy, this is attiibuted largely to the difiFer- 
enres in the pattern of exports and in the systems of taxation of the 
two toiinti les at the time of independence over which the two Gov¬ 
ernments had no control. 

The paper starts by explaining the basic differences in the com¬ 
modity compo-sition of exports and in the taxation system of the two 
countries. It then examines the impact of changes in external de¬ 
mand since independence on the balance of payments and on the 
exchequer levenuc and explains some of the important economic 
measuics taken by tlie two Governments. The study concludes with 
an analysis of the broad lines of economic developments in the two 
countries in the light of changes in export demand and of govern¬ 
ment policies. Bull. Oxford Unit. Inst Econ. ir Stat., Nov. 1967, 
29(41, pp 353-72 (English) 


Fai kus, M E. Tlie Biitish Gas Indushy’ Before 1850. 

By 1850 the gas industiv had developed widely and few towms in 
Great Britain with popukitions above 2,500 weic not snvcil by a 
gaslight company This growth had taken place in thiee main 
phases, each coiiesponding bioadly with upswings in the trade 
cycle 1818-25, 1831-7, and 1S42-6. During the fiist peiiod gaslight- 
ing became general m towns largci than 10,000 and by 1837 most 
towns above 4,000 had gas companies. 

The extensive capital outlay required by gas companies serving 
large towns generally caused them to adopt incorporation by Act of 
Parliament By the 1830s the smaller gas undertakings were pre¬ 
dominantly unincoiporated concerns, and the finance of large and 
small companies exhibited certain diffeiences therefore. Large com¬ 
panies would normally rely on “rentici” capital whereas the greater 
risk attached to non-corporate undertakings often meant share capi¬ 
tal was forthcoming only when the company was a going concern. 
The original enterprise in establishing small gasworks frequently 
came from “contractors,” who operated with capital borrowed from 
banks or by credit from firms supplying gasworks’ equipment. 

Gas prices fell, the reductions being concentrated in the periods 
of extensive construction of gasworks when the threat of competition 
was greatest. Falling prices encouraged greater consumption; de¬ 
mand remained almost totally for lighting purposes and gaslighting 
in private houses was not common at this time. 



Subjects 359 

Total capital invested in gas companies rose from an estimated 
£3.1m. In 1826 to £ 11.8m. in 1846, valued at historic cost, £3.0m. 
to £9.7m. in current prices. Econ. Hist. Review., Dec. 1967, NS, 
■20(3), pp. 494-508 (English). London School of Economics 


Folscher, G. C. K. The Economic and Fiscal Relationships of the 

Transkei Vis-k-Vis the Republic as Determinants of Its Economic 

Development. 

Economic thinking and theorizing have in recent years accepted 
the failure of singling out any one factor as the most important in 
framing development policy. Nevertheless, because of the virtual ab¬ 
sence in South Africa of publications stressing the development-de¬ 
termining quality of inter-regional economic relationships in the 
case of its African Homelands, the paper sought to measure in quan¬ 
titative and qualitative terms the economic value of this set of fac¬ 
tors. 

The Transkei on the one hand typifies a commonly accepted set of 
norms of under-development but on the other signifies a unique po¬ 
sition arising from immediate adjacency of a small region to a larger, 
relatively highly developed economy. Official policy further intends 
the region to become a country at some future date. This implies 
tliat Transkeian development policy becomes the responsibility of 
the Transkei Legislative Assembly. 

The competitive economic relationships in the factor and final 
goods markets of the Transkei and the rest of the Republic, the rela¬ 
tive sizes of the two economies, the economic backwardness and ex¬ 
isting low level of per capita income, with its large subsistence con¬ 
tent, the economic advantages of industrial concentration, the sys¬ 
tem of migrant labour and tlie tendency for production units to be¬ 
come ever bigger and more capital intensive, requires that some 
form of protection and selecb'on of industrial activities is imperative. 

The nature and small si/e of the Transkeian economy make tariff 
protection of industrial activities extremely difficult so that subsidi¬ 
zation seems a more realistic alternative. Subsidization, however, 
necessitates the use of public funds which ai'e at present inadequate. 
At the same time it transpii-ed that the present absorptive capacity 
of the region and its population results in annual budget surpluses 
when bringing into the calculations the financial assistance received 
from the government of the Republic. 

The structure of the Transkeian economy which also indicates the 
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heavy reliance of its government on foreign assistance to even ap¬ 
proach a balanced budget, and official Republican policy, therefore, 
determines that development policy be geared to the rates of in¬ 
crease in the absorptive capacity of the region and in public reve¬ 
nue. 

The Republic again should accept even greater financial and la¬ 
bour assistance as a necessary prerequisite while the small size of 
the Transkeian economy enables the former to supply some basic 
economic services as extensions of its own service. In other words 
the Transkei should for purposes of economic development be 
treated in some instances as a country and in some others as a re¬ 
gion. South African Jour. Econ., Sept. 1967, 35(3), pp. 203-18, (En¬ 
glish). University of South Africa, Pretoria 


Frey, B. Economic Growth in a Democracy: A Model. 

Political elements are introduced in an explicit way into econom¬ 
ics. In the model developed the political and economic systems 
closely interact. 

Besides the private goods sector there are large parts of the econ¬ 
omy where supply is politically determined. One such area is public 
goods. Corresponding to the market sphere for private goods where 
equilibrium is (in principle) achieved through price changes, it is in 
this other sector tlie change of the party in power which secures bal¬ 
ancing of supply and demand. Long-run economic growth which re¬ 
quires an adequate provision of public goods and especially of infra¬ 
structure is guaranteed through this political mechanism. 

Whenever there is scarcity or oversupply of public goods political 
forces arise in a democracy which weaken the government’s posi¬ 
tion. Even if the government is only concerned with its own interest 
it will and cannot correct the imbalance. The opposition party on 
the other hand will take advantage of any such imbalance. 'This dif¬ 
ferential ability to adjust to new economic conditions is due to the 
shifting importance of voters’ preferences. Two sets of voting issues 
are considered: the ruling party suits voters better with the “tradi¬ 
tional” issues (which are determined by economic conditions in the 
past) while the opposition is relatively more successful stressing the 
upcoming issues resulting from disequilibria in the supply and de¬ 
mand of public goods. Such an imbalance can hence only be solved 
through a change of the party in power. 'There is a closed circle: 
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disequilibria in economic factors determine political conditions, and 
the change in political conditons in turn aflFects economic factors. 
Public Choice, Spring 1968, 4. pp. 16-32 (English). University of 
Basel 

Gross, N. T. An Estimate of Industrial Product in Austria in 1841. 

In 1844 the Austrian statistical bureau published a survey of in¬ 
dustry and industrial ouquit in the Habsburg Monarchy in 1841. 
That was one of the earliest attempts outside England in the field of 
national product estimation. The article reviews the background of 
this survey and the qualifications of its author, Carl Croemig, and 
concludes that the estimate is well founded at least with respect to 
the Austro-Italian provinces. The original data are somewhat ad¬ 
justed and re-organized, for better comparability with later surveys. 
An estimate of value added by Austrian industry in 1841 is then de¬ 
rived, in order to prepare the way for future inter-sectoral and in¬ 
ter-temporal comparisons. In this connection several problems of es¬ 
timated value-added proportions for various industries are discussed. 
The article concludes with a conjectural estimate of GNP in 1841. It 
is suggested that the quantitative aspects of Austrian economic his¬ 
tory in the nineteenth century may be of considerable general in¬ 
terest, as a case study in slow industrialization. Jour. Econ. Hist., 
March 1968, 28(1), pp. 80-101 (English). Hebrew University, Jeru¬ 
salem, Israel 


Ilett, J. Inducements for Industrial Development: When Are They 

Worthwhile? 

Developing countries for understandable reasons often give sub¬ 
stantial inducements to encoiuage the estabbshment of manufactui- 
ing enterprises. This article sets out a method of analysing whether 
the benefits of a given development are worth the cost of the in¬ 
ducements. The method is to calculate, or estimate, the effects in 
creating net extra national income by mobilizing unused local re¬ 
sources, by attracting more external resources and by shifting re¬ 
sources already in use (including possibly putting some of them out 
of use or reducing their productivity); allowance is made for secon¬ 
dary economic and social effects arising both from the development 
itself and from the inducements. 
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This form of analysis is applied to assessing the effects of the fol¬ 
lowing nine types of inducements commonly offered;—protective tar¬ 
iffs, quantitative restrictions on imports, remission or refund of cus¬ 
toms duties, market monopoly, tax concessions, grants and loans, 
provision of building sites, provision of factory buildings, guaran¬ 
tees. 

The results of the various calculations and estimates are combined 
in a formula. By exjiressing all the different elements as present 
wortlis, the formula brings them all to an aggregate net benefit, pos¬ 
itive or negative. Two worked examples are shown; one is a real 
case, the other imagmary but typical. Yorkshire Bull. Econ. Soc. Re~ 
search, Nov. 1967, J9(2), pp. 101-23, (English). 20 Elm Street, New 
Rochelle, New York, USA 

IsstNc, O. The Problems of Imported Inffation in the Expert Opinion 
1966 67 of the West-Gennan “Sachvcrstandigenrat” (Marginalicn 
zur “auBcnu'irtschaftlichen Ahsicherting" im Jahrrsgutachten 1966- 
67 des Sachverstdndigenrates der Budcsrcpuhlik Deutschland). 

During many years the Federal Republic of Germany was con¬ 
fronted with the problem of imported inflation, nevertheless the au¬ 
thorities did not take airy steps to solve this problem fundamentally. 
The “Sachverstandigenrat” now discussed in his “Jahresgntachten 
1966-67” three propositions. The first one, a “strengthened exchange- 
standard,” depends on the close co-operation of all participating 
countries, whieh obviously cannot be obtained in the near future. 

Principal interest deserves the proposal to guarantee in advance a 
certain steady appreciation of the German currency, say 2.5 per cent 
each year, according to the rise of prices abroad. It is shown, w’hy 
this proposition logically based on a strict purchasing-power-parity 
theory cannot solve the problem satisfactorily: The rate of apprecia¬ 
tion can never be estimated appropriately, least of all in advance. It 
is further argued that the possibility of exaggerated appreciation of 
the cmrency and the resulting consequences for monetary and fiscal 
policy make an acceptance by the government neither probable nor 
desirable. Finally, the proposed guarantee of a certain appreciation 
gives to interest policy for internal aims no greater effectiveness 
than under the present system of pegged exchange-rates. 

The third proposition combines the ‘Tiand proposal” with the pos¬ 
sibility of limited alterations of the parity. This compromise makes 
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the plan perhaps more acceptable, but at the same time less satis¬ 
factory from the theoretical point of view. Zeitschriji fiir National- 
(ikon., 1967, 27(4), pp. 405-424 (German). Erlangen-Niirnberg 

Jones, K. D. S. The New Zealand Economy, 1966-67. 

The year ending March 1967 saw the end of New Zealand’s minor 
economic miracle, the sustaining for three years of an annual rate of 
growth in real gross domestic product of over 6 per cent. In that 
year output rose only 43* per cent. Retardation of growth in output 
reflected retardation of growth in domestic demand. During 1966 
the government continued passively watching the increase in private 
consumer demand slacken, while effectively restricting investment— 
especially in building. Despite much government tinkering with 
controls on overseas payments and incentives to earn foreign ex¬ 
change, the deficit on external transactions fell only slightly, and the 
combined deficit for 1965 and 1966 rivalled in magnitude the entire 
deficit of the preceding decade. In early 1967 the government was 
goaded into reanimation of fiscal policy, particularly into aboli.shing 
subsidies on wheat, flour, butter and school milk. Tire raising of 
finance by fringe financial intermediaries was placed under Treasury 
control and used to prohibit the raising of funds-a method of regu¬ 
lating the activities of such intermediaries which can scarcely be jus¬ 
tified save as a short-run expedient. Since March 1967 the govern¬ 
ment has taken further measures to restrict aggregate demand, and 
registered unemployment has reached a post-war peak though re¬ 
maining less than 1 per cent of the labour force. The deficit on over¬ 
seas transactions is widening. In view of the substantial short-term 
borrowing of 1965, 1966 and 1967, expansion at the rate achie\ed in 
the “miracle” years seems unlikely even should export receipts rise 
to a new plateau. Devaluation and more flexible trading policy and 
practice (particularly with respect to trade with communist coun¬ 
tries) are recommended. Econ. Record, Dec. 1967, 43(104), pp. 
502-17 (Engli.sh). University of Auckland 

Krolleh, E. Problems of Quantification of External Assistance to 

Developing Countries (Quantifizierungsprohleme dcr Entioick- 

lungshilfe). 

A critical assessment of external assistance to developing countiics 
poses difficult problems of quantification. Tliese becloud especially 
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any comparative analysis of the aid efforts by the different donor 
countries as well as the international discussions on development 
and assistance issues. 

The article brings to light some of the crucial problems involved 
in quantifying assistance flows. It discusses, e.g., such concepts as 
“conunitinents” and “disbursements,” “gross flows,” “net flows,” “net 
transfers” and the “discounted present value method”; the impact of 
different terms and conditions of aid on the economic burden of do- 
noi s and the economic benefit of recipients, notably their indebted¬ 
ness position; short-term supply constraints in the form of budgetary 
and balance of payments difBculties; the ambiguity of the aid and 
development “targets,” limitations of “absorptive capacity”; the 
manifold problems involved in estimating assistance requirements 
(“gap” studies), the evaluation of self-help performance by the de¬ 
veloping countries; the issue of “burden sharing” among the aid pro¬ 
viders. Tlie article also presents .some of the relevant statistical data 
on Western assistance flows, together with comparative estimates for 
the East Bloc. 

Rather than arriving at a .set of unique conclusions, the author 
shows the effects of alternative coiiises to quantify the critical pa¬ 
rameters in the calculations, many of which are in any case still sub¬ 
ject to international debate. Schmollers Jahr., 1967, S7(5), pp. 
539-661 (German). 


Lahmouh, R. a Merchant Guild of .Sixteenth-Centmy France: The 

Grocers of Paris. 

Existing studies of early modem French guilds often denounce 
the guild system as oligarchical and restrictive. This analysis of the 
Palis grocers suggests that guilds were not equally exploitative, but 
that the character of individual guilds depended on their economic 
function and structure. 

The grocers’ guild was primarily a merchant, rather than a craft 
guild, and comprised two groups, wholesalers and retailers. There 
were no institutional barriers between them, but they were economi¬ 
cally and socially distinct. iTierc were apparently no serious conflicts 
of interest between wholesalers and retailers, like those in the craft 
guilds George Unwin described in Industrial Organization in the 
Sixteenth and Seventeenth Centuries; there the wealthy masters 
were frequently capitalist traders who employed and exploited the 
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small master craftsmen. Retail grocers were not dependent on the 
wholesalers. They bought their grocery from the wholesalers, but 
also from other Paris merchants and from merchants from outside 
the city, who sold it in the guild hall. The wardens’ energies were 
directed mainly against the apothecaries, who had amalgamated 
with the grocers’ guild in 1484, to the disadvantage of both whole¬ 
sale and retail grocers. There were also conflicts with other guilds, 
and while the wholesalers may sometimes have stood to gain more 
than the retailers, their gains were not at the retailers’ expense. The 
grocers guild was run oligarchically, but not necessarily for the oli¬ 
garchs benefit, since office-holding was a financial burden as well as 
a privilege. 

Nor were there open conflicts between master grocers and jour¬ 
neymen. The small number of journeymen in eaeh shop and long 
service to the same master, the differences in status between whole¬ 
salers’ and retailers’ journeymen, and the possibility that a sizeable 
number of journeymen might become masters all discouraged soli¬ 
darity. Econ. Hist. Rev., Dec. 1967, NS, 20(3), pp. 467-81 (English). 
Columbus, Ohio 

Lefeber, L, Planning in a Surplus Labor Economy. 

In a labor surplus economy where the real wage rate is institu¬ 
tionally given and profits are made available for investment, the free 
market leads to the fastest rate of economic growth consistent with 
the given wage rate. Of all the alternatives this is the growth path 
requiring the greatest sacrifice of current consumption and employ¬ 
ment and it can be optimal only if society does not value current 
consumption except in terms of its contribution to growth as an in¬ 
termediate good needed to sustain the labor force. If consumption is 
valued per se the optimal rate of investment must be less and the 
rate of current consumption and employment must be higher than in 
the free market solution. 

Consumption and employment can be raised above their free mar¬ 
ket rates by decentralized methods only if the resulting excess of the 
real wage rate over labor’s marginal product—a state associated w'ith 
all but the free market solution—can be offset with pa)/™!! subsidies 
financed from profit taxation. Since w'age payments turn directly 
into consumption, the optimal rate of the subsidy depends on the 
weight society places on consumption per se. 'Tire upper limit is the 
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total money wage rate, i.e., the market value of the real wage rate 
which is specified in units of consumer goods. 

A wage cut can increase the rate of growdi of consumption and 
employment. However, unless it is accompanied by a payroll sub¬ 
sidy the increase in the growth rate w'ill be achieved at the cost of a 
lower rate of consumption and—depending on the eflFects of relative 
sectoral factor intensities—possibly even a lower rate of employ¬ 
ment. 

With data borrowed from the Indian economy, a linear program¬ 
ming model is employed to provide a numerical illustration of the 
analysis and to demonstrate its application to planning. Am. Econ. 
Rev., June 1968, 5<S’(3), English. Brandcis University. 


r.r.FF, N. H. Import Constraints and Development: Causes of the Re¬ 
cent Decline of Brazilian Economic Growth. 

During most of the postwar period, Brazilian real output grew 
very rapidly, at a cumulative annual rate of 6.1 per cent between 
1947 and 1961. After 1962, however, the growth rate declined to rel¬ 
atively low levels. This slackt-ning of aggregate growth has usually 
been explained in terms of a decline in investment that led the 
aggregate downturn. The decline in investment, in turn, has been at¬ 
tributed either to political instability or to “the end of growdi based 
on import substitution.” 

The hypothesis that investment led tlie downturn is questioned on 
analytical and empirical grounds, and it is shown that first the 
growth rate peaked and then insestinent adjusted downward. The 
slackening of aggregate growth itself was due to the operation of a 
Chenery-Strout trade gap, limiting the growth of an economy with 
otherwise favorable prospects. In contrast W'ith earlier years when 
import supply had increased relatively rapidly, by the emly 1960s, 
the annual rate of increase in the supply of imports was negative, 
and lack of imported raw material and intermediate product inputs 
imposed a ceiling on marginal output. 

ITiis leads to a discussion of the effects of import stringency on 
development. A distinction is drawn between “demand diverting” 
and “supply constraining” effects; inelastic supply of necessary in¬ 
puts may inhibit the ability of domestic producers to respond to the 
additional demand for their output. This suggestion is supported by 
some disaggregated analysis of Brazilian growtli during the import 
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shortages of World War II, and by a discussion of the necessary im¬ 
port and domestic supply conditions for rapid growth based on im¬ 
port-substitution. During mo.st of the postwar period, Brazil satisfied 
these conditions, but after 1962 the supply constraining effect domi¬ 
nated. This experience indicates tliat export promotion and import- 
substitution are complementary rather than alternative patterns of 
growth, and that expanded exports to generate income-elastic sup¬ 
ply of imports will be necessary if Brazil is to resume sustained 
rapid growth. Rev. Econ. Stat. Nov. 1967, 49(4) English. Harvard 
University, USA 


IjOschky, D. J. The Usefulness of England’s Parish Register. 

Studies in the demographic history of 18th century England, and 
of earlier periods, have had to contend with registers of vital events 
(births, deaths and marriages) which are believed to be substan¬ 
tially inaccurate, and with a paucity of census counts. This has made 
it extremely difficult to develop series of vital rates. The unknown 
degree of error in the basic sources has made the value of such se¬ 
ries questionable, and the problem of testing hypotheses concerning 
changes in those rates correspondingly difficult. The difficulty has 
been augmented by the fact that no estimate of the variance has 
been developed, largely because of the obvious deficiencies in esti- 
mate.s of the base populations. This article was designed to develop 
a method for estimating the variance of the series, and to clarify the 
accuracy of the sources. 

Population theory was investigated to see what types of relation¬ 
ships could be used to generate a baptismal or birth series. A 
method was selected which permitted the estimation of the moments 
of a baptismal series. From an examination of the variance of such a 
scries and the historical material dealing w'ith the inadequacies of 
tire registers, (1) a method for detecting the relatively reliable reg¬ 
isters was developed, and (2) a method for relating causes of inad¬ 
equacies in the registers with their impact upon them was sug¬ 
gested. From an examination of the variance of the series (3) var¬ 
ious current hypotheses were examined to determine whether the 
data requirements were consistent with the available time and mate¬ 
rial, and lastly (4) the compatibility of various hypotheses with dif¬ 
ferent research techniques was discussed. Rev. Econ. Stat., Nov. 
1967, 49(4), English. Boston College, USA 
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Lvhd, P. J. anb Holben, K. An Econometric Study of Private Sector 
Gross Fixing Capital Formation in the United Kingdom, 1923-38. 

In econometric studies of capital expenditure decisions, a stable 
time lag distribution between the dependent variable, capital expen¬ 
diture, and its demand determining variables can be assumed only 
in periods when the capital goods industries were operating suffi¬ 
ciently below full capacity for there not to have been marked varia¬ 
tions in their supply responses. However, even in these periods, 
events such as a general strike may have caused interruptions to 
their normal supply responses and involve serious implications for 
the estimation of capital expenditure relationships; prejudicing a 
comparison of alternative lag schemes in favour of those which in¬ 
clude, and given considerable weight to, the current period’s experi¬ 
ence Expectations about the predictive performance of capital ex¬ 
penditure models in the years 1926-29 are compared with the pre¬ 
dictions resulting from fitting several different models using U.K. 
data, 1923-38. Lag schemes were estimated by constructing a num¬ 
ber of alternative composite “lagged values” of the explanatory vari¬ 
ables based on predetermined lag distributions, and making a choice 
between these alternatives on the basis of their separate perfor¬ 
mances in 1 egression equations. Despite the diflnculties associated 
with attempting to explain capital expenditures when only ex post 
information is available, the study shows that a capital stock adjust¬ 
ment model with explicit allowance made both for the effect of ex¬ 
pectations and time lags provides a satisfactory explanation of pri¬ 
vate gross fixed capital formation in the United Kingdom in 1923-38. 
Oxford Econ. Papers, March 1968, 20(1), pp. 39-56 (English). Uni¬ 
versity of Manchester 

McClexland, P. D. Railroads, American Growth and the New Eco- 
omic History. 

Recent studies by Robert Fogel and Albert Fishlow have at¬ 
tempted to reassess the contribution of the railroad to American eco¬ 
nomic development of the nineteenth century. The objective of this 
paper is a two-part criticism of their measurement of "social saving” 
or “direct benefits”: the additional cost of transporting the commodi¬ 
ties and persons actually conveyed by railroad [in a given year] by 
the least expensive alternative means (Fishlow, p. 63). 

The first part examines the questionable accuracy of certain price 
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estimates central to their final calculations. Fogel, for example, ap¬ 
pears to have understated the cost of rediverting grain shipments to 
water carriers, while Fishlow has used wagon haulage costs that 
cannot be accepted as representative of the country as a whole in 
the 1850s. 

The second part of the paper is concerned with defects in their 
analytical framework. VVhat Fogel and Fishlow wanted was a mea¬ 
sure of the railroad s contribution to economic growth through its 
use of fewer resources in the transport sector. Wliat they lacked was 
detailed information on the cost functions of the carriers concerned. 
These difficulties were circumvented by assuming that for all car¬ 
riers prices were equal to marginal costs and marginal costs were 
constant. The first cannot be accepted given the oligopolistic struc¬ 
ture of the transport market during the years in question. The sec¬ 
ond implies a flexibility in the production functions of wagon and 
water carriers tliat appears highly unrealistic in the face of a total 
rediversion of railroad traffic. 

The conclusion is that the measurements of Fogel and Fishlow 
cannot be accepted as indicative of the real resource saving 
achieved in the transport sector through the use of railroads. Jour. 
Econ. Hist., March 1968,28(1), pp. 102-23 (English). 


McInnis, R. M. The Trend of Regional Income Differentials in 

Canada. 

This article is directed to the now widely recognized observation 
that, since the mid-1920s, relative indifferences in regional average 
incomes in Canada have tended to be about constant. Tlie contribu¬ 
tion of this study lies in its presentation of estimates of regional in¬ 
come differentials for two periods prior to 1926-the census years 
1910-11 and 1920-21. The new estimates are based almost entirely 
on census data. They are for Participation Income (Wages and Sala¬ 
ries plus unincorporated business earnings) rather than Personal In¬ 
come, a point that makes no real difference to the interpretation of 
trends. Tffie methods and sources med in the preparation of the new 
estimates, along witli an assessment of their reliability, are laid out 
in detail in a rather lengthy appendix to the paper. 

Two conclusions are permitted by the newly presented estimates 
of regional income. The first is that the relative income differences 
among regions were about the same in 1920-21 as in the mid-1920s, 
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when the previously available series began. Thus the relative con¬ 
stancy of regional income differentials is not just the fortuitous out¬ 
come of an arbitrarily imposed base period. Secondly, regional in¬ 
come differentials were much wider in 1910-11 tlian in 1920-21. Can¬ 
ada did. then, experience a period of converging regional income 
differentiab. 

Tins paper makes no attempt at analysis of regional income differ¬ 
ences. It is essentially descriptive, focussing on the historical pattern 
that can be established with the new estimates that are presented. A 
few suggestions are made about analytical leads that might be 
vmrth folloM'ing but the explanation of regional income differentials 
is left to subsequent studies. Canadian Jour. Econ., May 1968, J(2) 
English. Queens University, Canada 


Masscix, B. F. Elimination of Management Bias from Production 
Functions Fitted to Cross-Section Data: A Model and an Appli¬ 
cation to African Agriculture. 

lliis paper presents a method for eliminating management bias 
from production functions fitted to cross-section data on multi-prod¬ 
uct enterpusi's. Analysis of covariance is used on pooled product-en- 
terjirise observations The method is applied to a sample of peasant 
farms in Rhodesia. The estimates are used to calculate marginal 
productivities of inputs, to cx.iminc the efficiency of allocation in the 
sample, to assess the relative import.mce of factors in leading to in¬ 
creases in output, and to examine the characteristics of farms with a 
better than average performance. Of particular interest, it is found 
that an optimal allocation of inputs among crops, as compared with 
the actual allocation, would increase output by less than five per 
cent. Econonietrica, July-October 1967, 35(3-4), pp. 495-508 (En- 
ghsh). Food Research Institute, Stanford University 


VAN Meerhaegiie, M. A. G. Tlie Belgian Prices Commission. 

The Belgian Minister for Economic Affairs has wide powers 
where prices are concerned. In normal circumstances, however, he 
only uses these powers to a limited extent. In the implementation of 
his price policy he is assisted by the Prices Commission. 

The Prices Commission was set up in 1951. It advises the Minister 
on all problems relating to price policy, either at the Minister’s re- 
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quest or on its own initiative. It consists of representatives of all the 
major social groups, such as employees, industry, wholesale and re¬ 
tail trade, family interests, agriculture, self-employed persons and 
transport, as well as of most Government Departments. 

The Commission has a considerable say in the framing of the leg¬ 
islation on the prior notification of prices increases. Under this sys¬ 
tem, producers and importers of all goods and services are required 
to submit notifications, not less than 21 days prior to the proposed 
date of introduction, in respect of any price increase on the Belgian 
market. Every such notification is referred to the Commission for a 
recommendation. This calls for examination of, among other aspects, 
the detailed cost structure. Representatives of the sector in question 
are given the opportunity to outline their standpoint to the Commis¬ 
sion. If tlie Minister considers that the proposed increase may not, 
or may only partially be applied, he informs the parties concerned 
accordingly. Should his decision be ignored, he may fix a ceiling 
price. 

There is room for improvement in the application of the relevant 
legislation, especially by the smaller and medium-sized enterprises, 
this being due mainly to the lack of understanding shown by the ju¬ 
diciary when confronted with problems of this nature. ITie author 
briefly recapitulates some proposals which have been advanced by 
the organisations represented in the Commission vvnth a view to en¬ 
abling it to function more efficiently. 

The Commission’s activity has helped to slow down the upward 
trend of prices. It has also been instrumental in bringing numer¬ 
ous suggestions to the Minister’s attention, some of which have re¬ 
sulted in price reductions. Finally, the Commission may be de¬ 
scribed as a manifestation of economic democracy. Welticirt- 
schaftliches Archio, Dec. 1967, 99(2), pp. 257-70 (English). Univer¬ 
sity of Gent 


Panic, M. Gross Fixed Capital Formation and Economic Growth in 
the United Kingdom and West Germany 1954-1964. 

The paper compares first both the relative changes and absolute 
levels of gross fixed capital formation, gross capital stock and GNP 
in the two countries. 

An attempt is made then to investigate the extent to which tlie 
difference in the two growtli rates could be attiibuted to differences 
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(i) in the investment ratios, and (ii) in the patterns of investment— 
both by type of asset and by sector. 

The conclusion reached in the end is that—as one would expect— 
in a period when their economic growth was well above that of any 
other economically advanced country (exactly the opposite being 
true of tile U.K.) the Germans invested much more than the British 
both in relative and absolute terms. This contributed to a consider¬ 
able proportion of the difference in the growth performances, al¬ 
though an even greater proportion remained to be “explained” by 
factors other than investment expenditure. Moreover, the Germans 
had a slight advantage in the sectoral distiihution of investment— 
but not m their pattern of gross fixed capital formation (and stock) 
by type of asset. Bull. Oxford Univ. Inst. Econ. ix Stat., Nov. 1967, 
29(1), pp. 396-406 (English). 


Pavtst, P. L. The Emergence of the Large-Scale Compan)' in Great 

Bntain, 1870-1914. 

This paper examines the factois encouraging or inhibiting the 
emergence of the large indusliial enteiprise in Gieat Britain during 
the period 1870-1914. The salient featuies of the histories of many of 
the companies which did markedly expand in si/e (almost without 
exception by amalgamation) and which possessed the largest assets 
m 1905 arc summarised and, w'here the data are available, the man¬ 
agerial and organizational problems that lapid growth involved are 
touched upon. 

Throughout the investigation comparisons are made with the 
grow'th of “liig business” in the United States and it is argued that 
the increase in size of the most important British companies does not 
appear to have been on a scale compai able with that experienced in 
America. An analysis of the capitalization figures given by the Stock 
Exchange Year-Book for 1905, tends to confirm the argument that 
the combination movement affected only a small part of the entire 
range of British industry. Tlie largest companies were in brewing 
and distilling (18), textiles (10)—compared with a distribution in 
the United States in 1909 which included but one company in each 
of these categories—and iron and steel (8), and it is made clear that 
these firms possessed basic organizational weaknesses, frequently 
stemming from the great extent to which the vendors retained their 
hold over their businesses when mergers took place. Econ. Hist. 
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Rev., Dec. 1967, NS, 20(3), pp. 519-42 (English). University of 
Glasgow, Scotland 


Ringbose, D. R. Transportation and Economic Stagnation in Eigh¬ 
teenth-Century Castile. 

By the end of the eighteenth century, the organization of trans¬ 
port in Castile had reached its limits of development and could no 
longer provide the specialized transport services required for eco¬ 
nomic growth. Transport was restricted to pack-animals and rela¬ 
tively crude but sturdy ox-drawn carts. Pack-animal transport, pro¬ 
viding about 90^ of the transport pool, was closely associated with 
farming and bound up with a pattern of subsistence commodity 
transfers imposed by the poor quality and unpredictability of Castil¬ 
ian agricultural re.sources. It therefore was not available to support 
new types of economic activity. The carting industry, though highly 
professionalized, was also restricted in its ability to support eco¬ 
nomic change for two crucial reasons; (a) the carter’s services were 
eflectivcly monopolized by the government, which used them to ser¬ 
vice the bureacracy and to supply the city of Madrid with necessi¬ 
ties such as food and fuel, and (b) the carters were heavily depen¬ 
dent on town commons for pasturage while in transit and required 
expensive winter pastures. The incrca.se in population after about 
1750 increased the pressure for enclosures just when tlie carters 
needed more open pasture in order to expand their services. In this 
situation, the carters were unable to keep up with the demands put 
upon them, and the si’pply of Madrid alone became so precarious as 
to require most of the services of these professionals. 

Thus the traditional transport system was proving inadequate and 
the professional carriers were being diverted from private economic 
activities by tlie government. The risk to the countryside if transport¬ 
ers were drawn from the subsistence economy, and the cost of im¬ 
proved facilities, prevented significant changes in the transport pat¬ 
tern. As a result, from the end of the eighteenth century until the 
appearance of the railroads, the growth of transport was restricted 
to expansion of pack-animal activity useful only for the most rudi¬ 
mentary, seasonal purposes. This must be considered an important 
factor behind the economic stagnation of Castile in the nineteenth 
century. Jour. Econ. Hist., March 1968, 28(1), pp. 51-79 (English). 
Rutgers, The State University of New Jersey, USA 
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Rowts, D. J. Chartism and the Spitalfields Silk-Weavers. 

ITie working-class response to the Chartist Movement of the late 
1830s and the 1840s has usually been seen in the light of economic 
distress leading to radical activity. The depressed handloom weavers 
have regularly been quoted as the outstanding example of this con¬ 
nexion. Not all handloom weavers, however, despite their distressed 
economic condition, showed an interest in Chartism and this paper 
attempts to show that there is no one-to-one correlation between 
economic distress and radical activity during the time of the Char¬ 
tist Movement. A comparison is drawn between the general picture 
of starving handloom weavers flocking to tlie Chartist standard and 
what actually happened among the silk handloom weavers of Spital¬ 
fields, London, during the period. Various contemporary sources are 
used to demonstrate that the Spitalfields w'eavers took no interest in 
Chartism. Reasons for tin's are tlien adduced and it is shown that the 
Spitalfields weavers experiencetl distress as deep as that of other 
handloom weavers in different parts of the country who supported 
Chfirtism. It is then suggested that economic distress may not have 
been sufficient to bring working men into radical activity and that 
otlicr factors were nc*cessary—the most notable one being an effec¬ 
tive mass campaign through which working men could be .swept 
along on a tide of utopian rhetoric. It is then concluded that it is 
unsafe to speak in general terms of economic distress leading to 
Chartism, until furtlier regional studies have shown the Spitalfields 
weavers to be ty|iieal or atypical of many working men. Econ. Hist. 
Rev., Dec. 1967, NS, 20(3), pp. 482-93 (English). University of New¬ 
castle upon Tyne 


Sandberg, L. G. Movements in the Quality of British Cotton Textile 

Exports, 1815-1913. 

This paper investigates trends in the quality of British cotton tex¬ 
tile exports during the period 1815-1913. “Quality” is defined as real 
value per yard of cloth and pound of yarn exported. Thus, a reduc¬ 
tion in export cjuality does not mean that a specific type of cloth has 
deteriorated. Rather, it means that there has been a shift from more 
expensive to less expensive types of cloth. It may also mean that the 
same type of cloth is being exported in a different state; white in¬ 
stead of printed or gray instead of bleached. 
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The method used has been to compute an index of average prices 
per unit for British cotton textile exports and then to compare these 
indices with indices of the prices of well-defined cotton goods of a 
constant quality. 

The results of this investigation are a quality index of British cot¬ 
ton cloth exports and a quality index of British cotton yam exports 
for the period 1815-1913. These indices have been constructed both 
for exports to all parts of the world together and separately for ex¬ 
port to various part of the world. Jour. Econ. Hist., March 1968, 
28(1), pp. 1-27 (English). Darmouth College, USA 


Saugent, J. R. Recent Growth Experience in the Economy of the 

United Kingdom. 

The economy of the United Kingdom over the last decade has ex¬ 
perienced upward trends in the proportion of national income in¬ 
vested and in the capital-output ratio, declining trends in the share 
of profits and the rate of return on capital, and chronic excess de¬ 
mand in the labour market. After presenting the stati.s(ical evidence 
of these trends, the paper shows that their conjunction can be ac¬ 
counted for by the hypothesis that an autonomous increase in the 
willingness to invest (expressed as a reduction of the entrepreneu¬ 
rial gross rate of discount) has occurred at the same time as an in¬ 
crease in the propensity to save; and that the economy has been ad¬ 
justing to tlie new equilibrium implied by these parameter shifts, in 
conditions of 7ero short-run elasticity of the labour supply. The ad¬ 
justment implies that the age at which capital equipment is 
scrapped must have been falling, and the rate of growth of output 
and output-per-head must have been correspondingly accelerating, 
but that both of these effects must be expected to cease once the 
process of adjustment is complete. An alternative hypothesis, that 
there has been no change in the willingness to invest but that the 
rate of autonomous technical progress has increased, is considered 
and rejected as incapable of explaining the conjunction of a rising 
capital-output ratio with a falling share of profits. The effects of the 
parameter changes considered are worked out within a 7-equation 
vintage-type macroeconomic growth model, in which investment in 
the current year is only in the latest vintage equipment, and fixed 
proportions prevail until it is scrapped on equipment installed in 
past years. Econ. Jour. March 1968, 78(309), English. 
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ScHWASTZMAN, D. The Contribution of Education to the Quality of 
Labor, 1929-1963. 

Tlie article estimates tliat the increase in education improved the 
quality of labor in the United States between 1929 and 1936 by 11.9 
per cent. This estimate is much smaller tlian E. F. Denison’s for the 
period 1930-1960, which is 32.6 per cent. Tlie present estimate is 
based on average hourly earnings in 1959 of a sample of employed 
persons classified by years of schooling. The sample excluded per¬ 
sons employed in agriculture and persons reporting zero hours in the 
week of 1960 for which the Census of Population collected data or 
zero earnings in 1950. Denison’s estimate was based on the annual 
income of males bctw'een the ages of 25 and 64, which reflected the 
effect of the association between annual hours of employment and 
education and the influence of under-reporting and immobility on 
the estimates of agricultural earnings. Denison’s measure of the con¬ 
tribution of education also is biased upward by tlie inclusion of prop¬ 
erty income in total income. Another less important source of dis¬ 
agreement is in the treatment of days per year of schooling. Denison 
mea.sures education by days of schooling. Tlie present estimate gives 
additional days of schooling per year 70 per cent of the credit as¬ 
signed to the .same number of days within additional years. Am. 
Econ. Rev., June 1968, 58(3), English. New School for Social Re¬ 
search, New York, USA 

Sekgufta, a. Foreign Capital Requirements for Economic Develop¬ 
ment. 

In many developing countrie.s, receiving substantial amounts of 
capital funds from abroad, dependence on foreign capital is re¬ 
garded as a short but necessary prelude to a stage of self-sustained 
growth when the economy can be independent from foreign capital. 
This paper examines the implications of making such eventual inde¬ 
pendence from foreign capital an explicit target in an aggregative 
model of economic development. In Section I, some general issues 
relevant to this problem are discussed and some quantitative assess¬ 
ment of its implication, in the case where foreign capital comes in 
the form of grants, is given. In Section II, the analysis is extended to 
the case where foreign capital receipts involve some repayment obli¬ 
gations, namely, dividend payments in the case of direct investment 
and amortisation and interest payments in the case of foreign loans. 
Some methods to calculate the year of independence, from different 
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ty^s of foreiga capital inflow, are worked out. They would rive &e 
minimum number of years required to achieve independence when 
all foreign capital is considered as grants. They would also show 
how difficult it is to become independent, even in the limited sense 
of requiring no fresh inflow of capital, when foreign capital comes 
predominantly in the form of direct investment. Oxford Econ. Pa¬ 
pers, Marsh 1968. 20(1), pp. 25-38 (English). Delhi School of Eco¬ 
nomics 

Stroup, R. H. and Mahcis, R. G. Analysis of Income and Expenditure 

Patterns in Rural South Vietnam. 

This paper presents some of the major findings of a sample survey 
of incomes and expenditures in South Vietnam, emphasizing quanti¬ 
tative measures of the economic life and condition of niral house¬ 
holds. The sample survey, sponsored by the Agency for International 
Development, was conducted in 1964 just prior to the step-up in mili¬ 
tary activity and was extensive enough to be broadly representative 
of most rural areas in the country except for the region known as the 
Central Highlands. 

After a brief description of this survey and sample design the 
paper presents an analysis of the size, distribution, and composition 
of rural income. Household and per capita incomes are estimated for 
each of the three major regions of the country. The regional distri¬ 
butions of families by income size are measured for equality or in¬ 
equality, and the hypothesis examined is that income becomes more 
equally distributed as average income rises. The regional relation¬ 
ships suggest that the hypothesis is false but they do tend to support 
the Kuznets hypothesis regarding income distribution and economic 
development. 

The third section of the paper shows regional patterns of house¬ 
hold expenditure. Tlie data give a quantitative measure of the level 
of peasant living and show that the low cash incomes of tlie South 
Vietnamese rural people tend to be misleading as indicators of eco¬ 
nomic welfare. 

Aside from support for Kuznets’ general hypothesis, the paper 
concludes that the differences in the size and source of income 
classes within regions reflect to a large extent the opportunity to 
supplement farm income with wages earned working for others ei¬ 
ther on or off the farm. Moreover, the paper concludes that pro¬ 
grams designed to redistribute land and increase agricultural output 
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are needed, even though such programs are long range and would 
be difficult to carry out under present circumstances in South Viet¬ 
nam. Western Ecori. Jotirn., Dee. 1967, 6(1), pp. 52-64 (English). 
University of Kentucky and Bowling Green University, USA 


Temin, P. Tlie Causes of Cotton-Price Fluctuations in the 1830’s. 

The price of cotton was both an important economic indicator for 
the antebellum American economy and a critical link in the interna¬ 
tional chain of credit of which it was part. Its fluctuations therefore 
are an impoi tant part of the inflation and subsequent depression of 
the lS30s. The tr.ulitional theory ascribes the rise in the price of cot¬ 
ton to the exhaustion of cotton-growing capacity in tire South. How¬ 
ever, the rate of grow th of cotton production did not fall as this hy¬ 
pothesis implies (if the demand curve was not perfectly inelastic), 
and there is no extent variable tliat can be used to represent the 
exhaustion of capacity. 

This paper proposes a new theory to explain the movements of 
the price of cotton. The demand for cotton is assumed to be deter¬ 
mined ]ii imarily by conditions in Britain, transmitted to the Ameri¬ 
can market by the demand for imports. I’hc supply of cotton is as- 
■sumed to be steadily expanding, depending not on the current price, 
but on the previous price of cotton. The supply and demand func¬ 
tions were estimated, explaining 70% of the variance of the price of 
cotton and 96^ of the variance of the quantity produced. 

A closer description of tlie 1830s was obtained by examining the 
residuals to these equations. It was found that tlie deviation from 
the normal supply curv'e acted to depress the price in the mid-1830s 
and tliat the price rise was entirely due to forces on tire demand 
side. On the other hand, forces on both the supply and demand side 
were shown to affect the fluctuations of tire late 1830s, which often 
have been ascribed to the effects of Biddle’s speculation alone. Rev. 
Econ. Stat., Nov. 1967, 49(4), English. Massachusetts Institute of 
Technology 


Turner, J. W. J. & A. Brown and the Overseas Trade in New South 
Wales Coal, 1896-1914. 

The firm of J. & A. Brown, colliery proprietors, ship owners and 
shipping agents, of Newcastle, N.S.W., was founded in 1852. Its 
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founders were active in the foreign trade in coal but it was John 
Brown, the firm’s manager from 1884 until 1930, who made the ex¬ 
port of coal the keystone of his policy. Having established branches 
in London, San Francisco and Valparaiso, he began to charter ship¬ 
ping for the carriage of coal to North and South American markets 
in 1896 on a larger scale than ever before. Browns’ representatives 
abroad secured tonnage and had considerable independence in the 
conduct of their local trade. 'I’heir first concern was to keep the 
firm’s mines in regular operation and their success between 1896 and 
1901 attracted much comment in Newcastle. Evidence of the profi¬ 
tability of Browns’ foreign ventures is confined to the years 1904-10. 
In this period they sold more than two million tons through their 
American offices but profits on the shipment of coal were confined to 
1907 and 1908. However, losses in other years were not large and 
there was an overall profit of £18,711 in this period. The profits of 
1907-8 were made possible by the formation of a “vend” in 1906 and 
the setting up of a London Board to control the foreign coal trade in 
N.S.W. coal. This board had difficulty in maintaining unity among 
its members and in 1910 a Central Selling Agency consisting of J & 
A. Brown and Andrew Weir and Co. was set up. Rivalry between 
these firms continued and a system of multiple agencies had to be 
introduced in 1912. Evidence of the survival of the London Board 
after this year is lacking but the maintenance of prices in the foreign 
trade suggests that some measure of price control survived the disso¬ 
lution of the domestic “vend” in 1911. Econ. Record, Dec. 1967, 
41(104), pp. 588-99 (English). University of Sydney 


Waits, C. R. Craft Guilds as an Institutional Barrier to the Industrial 

Revolution. 

Questions raised concern some aspects of tlic institutional changes 
from medieval feudalism to commercial capitalism. The interactions 
of old institutions, which implemented the bias against expansion 
and innovation, are contrasted with the new institutions in which in¬ 
dustrial development was the dominant social objective. Although 
the documentation of events is rather complete, no c.xplicit state¬ 
ment is made of the process by which the tradition-oriented craft 
guilds gave way before the technologically oriented industrial organi¬ 
zations of the eighteenth century. 

The barrier is described in terms of the close ideological relation- 
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ships betw'een the craft guilds, dating from the fifteenth century, the 
Church, the local political authorities, and social involvement. The 
barrier was broken by way of several external and internal changes 
including the rise of the nation-state, the reformation, the discovery 
of precious metals in the new world, epidemics, and the impact of 
technology on the structure of guild organization. The breakthrough 
occurred in a different manner in each of the countries of Western 
Europe which offers one explanation of varying degrees of industrial 
development subsequently achieved by each country. Southwestern 
Soc. Sci. Quart., June, 1967, 48(1), pp. 61-67 (English). Texas Chris¬ 
tian University, Fort Worth 


Watts, D. G. A Model for the Early Fourteenth Century. 

M. M. Postan’s interpretation of economic and demographic 
trends in the early fourteenth century has been a commonly ac¬ 
cepted model, 'flic present aiticle re-ex<imines, in the context of the 
estates of Titchficld Abbey, the wage and price evidence for the pe¬ 
riod. A striking feature of these estates is the groat and increasing 
volume of peasant land transactions. The high point vs’as in 1.332-37, 
but the volume remained high from 1337 to 1347. During the same 
period, tlic demesne farm at Inkpen, recovering from the effects of 
the Great Famine, built up its flock of sheep but halved its produc¬ 
tion of grain. Tlic problem is to reconcile these contrasting tenden¬ 
cies, the peasants’ eagerness for land and the abbey’s reluctance to 
use it. In seeking an answer, the period of the Great Famine is omit¬ 
ted as a fortuitous interruption in development from 1261 to 1350, 
and a comparison made between average prices 1261-1310 and 
1331-50. Of Thorold Rogers’s 111 items, 42 fell in price and 64 rose in 
price betsveen the two periods. Prices fell in the staple products of 
the demesnes, but rose in several important commodities. Tlie price 
evidence does not support a Malthusian model. Tlie alternative 
model suggested is based on good harvests from 1325 to 1.345, when 
the sale of peasant surpluses brought down the prices of the staple 
demesne products, while a buoyant economy pushed up wages and 
the prices of less elastic commodities. The Malthusian solution came 
only in 1348-49, when 305 tenants died on the Titchfield estates, 
Econ. Hist. Rev., Dec. 1967, NS 20(3), pp. 543-47 (English). The 
Charlotte Mason College, Ambleside, Westmorland, UK 
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WiDMAiEH, H. P. AND Frey, B. Gfowth Theory and Economics of 

Education (Wachstumstheorie und Bildungsokonomik). 

"niis article is based on a pilot study on educational planning 
which started from the complementarity of both the social demand 
and manpower approach. Accordingly two submodels are described: 
one for the educational system (fixed target policy model) and one 
for the economy as a whole (average growth rate model). 

The educational submodel is used for a detailed analysis of the 
stocks and flows of students and resources with the help of input- 
output technique. Politically fixed growth targets for the educational 
system were used to indicate possible paths towards the postulated 
goals (a simulation approach). The model indicates the resources 
needed and the action to be taken by the policy maker to attam the 
targets. 

On the other hand the inclusion of economic and social develop¬ 
ment into the overall frame of reference is required. Special atten¬ 
tion is paid to the connection between labour requirements and eco¬ 
nomic development and the demand for a particular pattern of qual¬ 
ifications (university graduates engineers and technicians). From 
an average growth path of the economy total labor requirements arc 
derived. 

Both supply (from the educational system) and demand (on the 
labor market) are brought together in manpower balances. The 
models show up the conflicts and interdependencies. In this way, 
analysis and forecasting with a consistency model should contribute 
to informed political decisions and ordering priorities. A detailed 
summary of the models is also given in English in the World Year¬ 
book of Education, 1967. Konjunkiurpol, 1967. 13(3), pp. 129-84 
(German). University of Basel, Basel 


Willett, T. D. International Specie Flows and American Monetary 

Stability; 1834-1860. 

In this paper a variant of the traditional specie-flow mechanism is 
developed and applied to the study of the influence of international 
specie flows on U.S. Monetary stability during the period 1831 to 
1860. 

The previous treatments of this topic by George Macesich and by 
Jefirey Williamson, while differing on many points, assigned a pas- 
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sive role to the domestic banking system. Their contributions are 
criticized and it is argued tliat neither’s model presents a fully satis¬ 
factory explanation of the events of the period. 

An alternative hypothesis is advanced in vi’hich the banking sys¬ 
tem is assigned an active role in setting the domestic money supply 
and specie movements do have an important effect upon monetary 
stability, hut through their ellects on tlie demand for money rather 
than on the supply of money as is envisioned by the traditional 
“rules-of-the-game” model of the specie-flow mechanism. Tlie bank¬ 
ing system is seen as setting the level of the money supply indepen¬ 
dently of the level of its specie reserves, with specie movements 
caused by external dis-cquilibria leading primarily to changes in the 
banking system’s expansion ratio (the ratio of the money supply to 
its specie backing) rather than to changes in the money supply, i.e., 
the initial eftecls of these flows being largely sterilized. The demand 
for money, however, is influenced by the expansion ratio such that 
continuing increases in the expansion ratio eventually induce finan¬ 
cial crises and sharp reductions of the domestic money stock. There 
is a gearing between specie flows and the money supply, but it is a 
long-run relationship. 

In the final sections evidence is offered in support of the applica¬ 
bility of this hypothesis to the United States during this period and 
the relevance of the papei to certain contemporary problems of the 
international monetary system is considcted. Jour. Econ. Hist., 
March 1968, 2S(1), pp. 28-50 (English). University of Virginia and 
Harvard University, USA 

WrrrM.sNN, W. and Lfhnfht, G. Post-War Inflation in Switzerland. 

(Die schweizerische Nachkrie^isinflafion). 

Tliis empirical study covers the period from i 948 to 1965 and falls 
into three parts: (a) the behaviour of the general level of prices, 

(b) the price-stnicture, and (c) the causes of the inflation. Under 

(c) the demand-pull and cost-push hypotheses are considered. 

As to the demand-pull hypotheses: with exception of the years 
1950, 1953 and 1954 an inflationary gap was generally observed, of 
which 42.8% was made up by private consumption, 23.9% by private 
investment (gross), 18.9% by public expenditiues (of which 13.5% by 
current expenditures of goods and services and 5.4% by public invest- 
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ment), 13,8% by export minus import, and 0.6% by current expendi¬ 
tures of social insurance. 

As to the cost-push hypothesis: no significant influence of interest- 
rates, taxes, and raw-material inputs on the level of prices could be 
proved. The scope of the research therefore could be reduced to the 
wage-push. Underlying is the full-cost pricing behaviour of firms. 
As the productivity of labour was raised by 2.8% p.a. and as money- 
wages increased by 5.2% p.a. the costs of labour per unit of output 
increases by 2.3% p.a. Tlie increase of labour costs (especially since 
1959) was not compensated by diminishing margins of profits. The 
higher level of prices did not cause any fall in production and em¬ 
ployment. Tliereforc it was not possible to ascribe the inflation to 
either one of the hypotheses under consideration. 

The medley of interacting influence.s—an elastic supply of money 
(volume of money +6.6% p.a., income-velocity of money +0.3% p.a.), 
full employment, the high level of investment, high rates of growth, 
and mild recessions—did not allow a conclusive answer to the ques¬ 
tion: which came first: tire hen or the egg. Zeitschrift jur National- 
okon., 1967, 27(4), pp. 437-459 (German). University of Fribourg, 
Switzerland 

Altimih, O., Santamaiua, H. and Souhbouille, J. Los instiumentos de pro- 
mocidn industrial en la postgiieira. Desarroilo Econ., July-Sept. 1967, pp. 
149-72. 

Anderson, O. Early experiences of manpower problems in an industrial society 
at war: Great Britain, 1834-56. Pol. Sci. Quart., Dec. 1967, pp. 520-45. 
Aiinstjdo, a. a. Critcrios para la eloccion dc la Tasa dc Crecimiento en la 
Programacidn Regional. Rev. de Econ., 1967, 14(20), pp. 27-41. 

Balestra, P. ANir VViitmann, W. Empirische investitionsfunktionen fur die 
Schweiz 1918-1965. Schweiz. Zcitschr. f. Volkswirtschaft und Stat, Dec. 

1967, pp. 45.3-65. 

BasseTT i, P. II primo progetto di piano di sviluppo economico della Lombardia: 
metodi .scelte e risultati di una esperienza. Riv. Intemaz. di Sci. Econ. e 
Com., Dec. 1967, pp. 1202-17. 
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Aigner, D. J. and Heins, A. J. A Social Welfare View of the Measure¬ 
ment of Income Equality. 

Economists’ use of the term “equality” in reference to a distribu¬ 
tion of incomes has historically been in the sense of a consensus for 
some statistical charactcristic(s) of the distribution rather than a 
firm concept of equality. Of course such a concept rests on appropri¬ 
ate welfare assumptions about income and its distribution, assump¬ 
tions which, for the most part, have been left implicit (and un¬ 
known) in discussions of income equality in the literature. 

Our purpose in this paper is dual; First, we wish to discover an 
unambiguous, welfare-related equality measure. This we accomplish 
through suitable assumptions on a social welfare function. What is 
produced is an “index” of equality which describes the performance 
of a given distribution relative to the maximum welfare derivable 
from the total income it represents. The measure thus depends func¬ 
tionally on the welfare attributes of income, something which in 
reality we know little about. 

'riiis impasse leads us to inquire into the sensitivity of the index 
over specifications of the welfare function, which is done by com¬ 
paring quality ranks for the states of the United States for 1960 
under various functional forms and among curves within a given 
form. As an interesting secondary issue, the performance of tradi¬ 
tional quality measures is tested relative to tlie welfare-oriented 
index to discover implications about their welfare content, 

Is is found that the equality index, in certain ranges for the wel¬ 
fare function, is insensitive to its specification. The findings lead di¬ 
rectly to conclusions concerning traditional equality measures, their 
u.sefulness in correctly accounting for equality differences among al¬ 
ternative income distributions and, concomitantly, their implicit wel¬ 
fare inputs. Reo. Income ir Wealth, March 1967, 13(1), pp. 12- 
(English). University of Illinois 

Amemiya, T. and Fuixer, W. A. A Comparative Study of Alternative 
Estimators in a Distributed Lag Model. 

Hannan in "Regression for Time Series” proposed an interesting 
method of estimating regression coefficients using spectral tech- 
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niques, and later in "The Estimation of Relationship Involving Dis¬ 
tributed Lags” applied the method to the estimation of parameters 
in a distributed lag model. This paper first illustrates that Hannan’s 
method in his former article is asymptotically equal to Aitken’s 
least-square estimation in which the covariance matrix of the regres¬ 
sion residual is estimated in a certain consistent manner from the 
calculated residuals. Next it proves that Hannan's method in his lat¬ 
ter article is asymptotically equal to a maximum hlcelihood estima¬ 
tion of the distribution lag model. Hannan’s method is useful when 
the investigator’s a priori knowledge about the stochastic process of 
a residual is minimal. But if the process can be specified to be, say, a 
first order or second order autoregressive system, it is desirable to 
use such a knowledge in estimation. For such a case, the paper pro¬ 
poses an estimator of the distributed lag model based on Gauss- 
Newton iterative method and proves it to be asymptotically equal to 
to the maximum likelihood. The paper evaluates the asymptotic dis¬ 
tribution of two other estimators of the distributed lag model includ¬ 
ing the one proposed by Klein. Econometrica, July-October 1967, 
35(3-4), pp. 509-29 (English). Stanford University and Iowa State 
University 


Ames, E. and Cablson, J. A. Production Index Bias as a Measure 

of Economic Development. 

Studies by Gerschenkron and Scott have showm that when pro¬ 
duction indices are made, the earlier the year for which prices are 
selected as weights, the larger will be the growth in output reported 
(for given data) by the index. A measure called “bias” is defined, 
which is positive whenever earlier weights yield a higher production 
index than the later weights. If all demand and supply functions are 
linear in their respective prices, sign and absolute value of the bias 
are shown to depend on the relative slopes of supply and demand 
curves, the extent and dispersion of their shifts, the interdependence 
of tire shifts, and tlie proportion of total value (the weight) assigned 
to each commodity in the index. Examination of the bias formula 
leads to the hypothesis that the usual empirical finding of positive 
bias is the result of a greater variability of supply than of demand. 
Interpreted in tliis light, the data presented by Gerschenkron and 
Scott, as well as other data in the 1954 U.S. Census of Manuhictur- 
ers, indicate (as Schumpeter would have predicted) that supply 
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changes have predominated in U.S. economic development Oxford 
Econ. Papers, March 1968, 20(1), pp. 12-24 (English), Purdue Uni¬ 
versity 


Andebson, J. R. and Ddllon, J. L. Economic Considerations in Re¬ 
sponse Research. 

The general neglect of economic considerations in response re¬ 
search is noted. Following the listing of several factors which influ¬ 
ence investment in response research, a framework is developed in 
which knowledge of a process is viewed in terms of the expected 
value and variance of profits. A Bayesian scheme for incorporating 
additional information in posterior analysis is outlined. Worth of ad¬ 
ditional information is judged in terms of utility. The scheme is used 
to show how the value of obtaining additional information can be 
ascertained ex ante in preposterior analysis by way of a Monte-Carlo 
approach. Both posterior and prepostcrior analyses are illustrated 
through a sovbean-fertilizer process. In this empirical example the 
effects of using different experimental designs of varying size are ex¬ 
amined. Am. Jour. Agric. Econ., Feb. 1968, 50(1), pp. 130-42 (En¬ 
glish). University of New England, Armidale, Australia 

Bassett, I.., IfAniBACAiii, H. and Quirk, J. Qualitative Economics 

and Morishima Matrices. 

Morishima matrices represent the mathematical formalization of 
klicks’ condition that “substitutes of substitutes and complements of 
complements are substitutes, while complements of subsitutes are 
complements.” This paper investigates the role of Morishima matrices 
in the analysis of qualitatively specified economic systems. In par¬ 
ticular, the following propositions are established, where A = A“ — 
al. A* a Morishima matrix, a > a*ii for all i. (1) A is a stable matrix 
if and only if A is a quasi-dominant diagonal m.atrix. (2) Within the 
class of qualitatively specified matrices with no zero elements, for 
no other sign patterns does stability imply the matrix is quasi-domi¬ 
nant diagonal. (3) A* is similar to a Frobenius matrix and within 
the class of qualitatively specified matrices with no zero elements, 
for no other sign patterns may simihu-ity to a Frobenius matrix be 
established. (4) Within the class of qualitatively specified matrices 
with no zero elements, the hypothesis that the matrix is stable im- 
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plies its inverse is of known sign pattern if and only if the matrix is 
of dimension 2 X 2 or the matrix is of the form A = A* - al. (5) If 
all commodities, including numeraire, obey the Morishima-Hicks con¬ 
ditions, the competitive equilibrium is not stable. (6) If all non- 
numeraire commities obey the Morishima-Hicks conditions, then, 
for a choice of values the competitive equilibrium is not stable. 
Econometrica, Apr. 1967, 35(2), pp. 221-33. (English). University 
of Washington, Pahlavi University, University of Kansas 


BAVTNroL, W. J. AND BusiiNELL, R. C. Error Produced by Linearization 

in Mathematical Programming. 

This paper offers a qualitative theoretical analysis of the error that 
may arise when a linear programming calculation is used to solve a 
problem involving some degree of nonlinearity. Six propositions are 
developed: (1) a linear approximation to a nonlinear program will 
not necessarily yield the true maximum; (2) it need not provide an 
answer better than a randomly chosen initial solution; (3) it may 
not even provide the best possible corner solution; (4) a reduction 
in the curvature of the profit surface does not always guarantee im¬ 
provement in the accuracy of a linear approximation; (5) proximity 
of the initial point to the maximum need not increase the accuracy 
of the linear approximation, and (6) only if the objective function is 
monotone througliout can we be assured that a linear approximation 
will yield results which represent an improvement over the initial 
point. The paper also describes sampling experiments in which the 
correct solution of a quadratic programming problem subject to lin¬ 
ear constraints was compared with the .solution of a linear program¬ 
ming problem obtained by replacing the quadratic maximand by its 
tangent hyperplane at the initial point and by other linear approxi¬ 
mations. In general, the linear programming calculations did not 
yield results very close to the true maximum nor did the approxima¬ 
tion improve substantially as the curvature of the objective function 
was reduced. Econometrica, July-October 1967, 35(3-4), pp. 447-71 
(English). Princeton University and Ohio State University, USA 


Blake, C. and McDowall, S. A Local Input-Output Table. 

An investigation was made into primary sources of household in¬ 
come of residents in the town of St. Andrews, in order to measure 
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the relative importance of Tourism and the local University. An in¬ 
put-output table was constructed for the town so that indirect as 
well as direct income efiFects could be followed out. The totals of 
wages, .salaries and other household incomes dependent upon de¬ 
mands from Tourism and the University, divided by these original 
outlays, provided estimates for the relevant local “multipliers.” 

Apart from a very small sum paid direct to residents for accommo¬ 
dation, the bulk of first-round Tourist expenditure goes into retail¬ 
ing, hotels and catering, garages, and services such as boat-hiring, 
golf, cinemas and parking. The first two sectors between them re¬ 
ceive about four-fifths of the total. In St. Andrews, the proportions 
of local wages, salaries and profits to turnover in these sectors are 
roughly one to eight and one to three respectively, much of the re¬ 
mainder going into purchasing materials from out-of-town wholesal¬ 
ers. Consequently, the value of the Tourist multiplier was surpris¬ 
ingly small, about 0.35. The University, which competes with Tour¬ 
ism for local resources of both labour and capital (in the form of 
hotel accommodation), had on the other hand a multiplier impact of 
just under unity, so that the eventual total of dependent household 
incomes was roughly the size of the original injection of demand. As 
a general conclusion, where alternative forms of employment exist it 
would seem to be a sensible rule-of-thumb that any industry whose 
local wage bill was not less than 30 per cent of total costs would— 
even if it bought all other inputs outside the town—contribute more 
(£ for £) to local prosperity than Tourism. Scottish Jour. Pol. 
Econ., Nov. 1967, 14{2)), pp. 227-42 (English). University of Dun¬ 
dee and University of St. Andrews 

Blyth, C. a. The A.C.M.A.—Bank of N.S.W. Industrial Trends Sur¬ 
vey; Its Use in Estimating Changes in Statistical Series. 

The Associated Chambers of Manufacturers of Australia and the 
Bank of N.S.W. have collaborated since 1961 in conducting, by 
questionnaires sent to manufacturing firms, a survey of industrial 
trends. The questions are typically; Has your output (employment, 
orders, stocks) been up, down or the same this quarter compared 
with the previous quarter? From the answers diffusion indices are 
calculated, and the survey can be regarded as a method of provi¬ 
sional estimation fo changes in orthodox statistical series. The re¬ 
search reported on here is a pilot study of the usefulness of the diffu¬ 
sion indices in providing timely and reliable advance estimates of 
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orthodox series of output, employment, overtime and stocks. The 
study to date has explored the best forms of estimating equation 
with orthodox series as dependent variables and diffusion indices as 
independent variables. 

Percentage changes in output, employment, etc. give the best re¬ 
sults, in some cases related to previous quarter, in others to the same 
quarter a year ago. In most equations changes in the diffusion index, 
expressed as a weighted average of lagged values of the index, are 
the most useful independent variables. Thus an estimate of the 
change in an orthodox series can be regarded as derived from the 
value of a diffusion index (suitably adjusted for units) corrected by 
the recent change in the index. 

Equations estimated by least squares from observations in 1961 
and 1966 give satisfactory forecasts for 1966-67. In particular, fac¬ 
tory production (Measured by the Australia and New Zealand Bank 
Index) can be estimated some two to three months in advance of 
publication by means of an output diffusion index. If a diffusion in¬ 
dex of new orders is used, the production index can be estimated 
nearly six months in advance, and the small drop in reliability is 
more than offset by the timeliness of the estimate. This pilot study 
suggests that opinion surveys can be verv useful in providing timely, 
provisional estimates of orthodox series used in short-term economic 
forecasting. Econ. Record, Dec. 1967, 43(104), pp. 544-66.5 (En¬ 
glish). Australian National University 

Borch, K. Decision Rules Depending on the Probability of Ruin. 

A rule for making decisions under uncertainty can be described 
by a utility function and the objective that expected utility shall be 
maximized. A decision rule of this kind can also be described by a 
probability distribution and the objective of making the probability 
of ruin as small as possible. Risk aversion by the decision maker may 
then be explained as due to a belief that he already is exposed to a 
considerable risk. The author argues that the latter way of describ¬ 
ing the rule has some intuitive appeal, and that it suggests a natural 
way of a theory for more general decision problems. The author dis- 
cus.ses timing preferences and the problem of establishing prefer¬ 
ence orderings over sets of stochastic processes. In such problems 
ruin may be inevitable. The natural objective will then be to post¬ 
pone ruin as long as possible. Oxford Econ. Papers, March 1968, 
20(1), pp. 1-10 (English). Norwegian School of Economics, Bergen 
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Beockhoff. K. a Test for the Product Life Cycle. 

An iterative method and Marquardt’s generalized least squares 
method are combined to estimate the parameters of a consumer 
good life cycle function. In this function the sales of a product de¬ 
pend on its age and the sales of related products manufactured by 
the same company. Complementary and substitutive effects between 
the product under consideration and the sales of these related prod¬ 
ucts can be demonstrated. Data were taken from the statistics of an 
automobile manufacturer, lliey cover the period from 1948 to 1959. 
Econometrica, July-October 1967, 35(3-4), pp. 472-84 (English). 
Universitiit Bonn and University of California, Berkeley 


BitODEiucK, J. B. National Accounts at Constant Prices. 

'Phis article discusses the problem of compiling a balanced set of 
national accounts at constant prices. The method adopted is based 
on earlier work on this subject by Burge and Geary. Commodity 
flows, which are uniquely deflatable, are expressed at constant 
prices and savings in constant prices is obtained by preserving a 
balanced set of equations in real terms. ITie deflation of the external 
account is discussed. 

A method is suggested for e.xpressing the national income account 
in real terms and an “income gain” is rleduccd for each industrial 
sector, which represents the difference between real income and real 
product in each sector. ITie sum of the income gains for the domes¬ 
tic sector is zero. 

Tlie constituents of the iucome/expendilure accounts of house¬ 
holds, corporations and general government are expressed at con¬ 
stant prices by selecting suitable deflators in a consistent manner. 
The accounts in real terms are now unbalanced and are balanced 
again by inserting a balancing item which is shown to represent a 
gain to the sector arising from changes in the terms of trade be¬ 
tween the sectors. This item is called an "expenditure gain”. The 
sum of the expenditure gains for the institutional sectors is zero. 

The system suggested can be extended to cover additional items 
in the accounts and thus a complete set of national accounts in real 
terms can be derived. Rev. Income 6 Wealth, Sept. 1967, 13(3), pp. 
247-58 (English). Central Statistics OflBce, Dublin, Ireland 
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Cazell, G, F. The Measurement of Gross National Product in Korea. 

South Korea began its measurement of Gross National Product 
during the hnbulent 1950s, a period of postwar rebuilding and of 
political and social changes. With only a small and largely inexperi¬ 
enced staff, and with little support from other statistical agencies 
whose data were essential to adequate GNP measurement, the Bank 
of Korea began this task in the early 1950s. Early estimates were ex¬ 
tremely rough; over the years, the statistical staff was trained and 
other statistical agencies were upgraded. Measurements of output in 
the large agricultural sector and in manufacturing have gradually 
but consistently been strengthened as recent input-output data has 
been developed. Gaps still persist, particularly in the wholesale and 
retail sectors, but certain strengths are present: an outstanding job 
has been done in product pricing. The autlior describes the evolu¬ 
tion of Korea’s improving GNP program, presents its sources of data 
and its methodologies, and gives an assessment of problems of the 
past and prospects for the future. Rev. Income ir Wealth, June 
1967, 13(2), pp. 107-18 (Engli.sh). University of Redlands, Califor¬ 
nia 

Ciiow, G. C. Two Methods of Computing Full-Information Ma.xi- 

mum Likelihood Estimates in Simultaneous Stochastic Equations. 

By differentiating an expression suggested previously for the like¬ 
lihood function of the parameters in a system of linear stochastic 
equations, a set of normal equations for full-information maximum 
likeliliood estimates is derived. ITiis set can be linearized to yield a 
linearized maximum likelihood estimator, whose asymptotic covari¬ 
ance matrix is the same as that of the original maximum likelihood 
estimator. 

Two iterative methods are suggested for solving tire above set of 
normal equations. Tlie direct method uses tlie normal equations 
themselves to iterate, whereas Newton’s method employs the matrix 
of partial derivatives of these equations (or second partial deriva¬ 
tives of the likelihood function). Tlie introduction of identities and 
linear restrictions, other than 0 or 1, on the coefficients will lead to 
minor modifications to these iteration equations. 

The results of a numerical e.xample, the familiar Klein’s Model I, 
are the Newton’s method converges very rapidly and the direct 
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method very slowly, and that Newton’s method converges even 
when die initial values of the unknown coeflScients are set equal 
to zero while the direct method breaks down in this case. The re¬ 
sults also show that a linearized estimator may yield a lower likeli¬ 
hood value than that of the initial estimates it employs. Internat. 
Econ. Rev., Feb. 1968, 9(1), pp. 100-12 (English). IBM Research 
Center 


Clacue, C. An International Comparison of Industrial Efficiency; 

Peru and die United States. 

Tlie concept of efficiency employed in this study can be explained 
as follows: data were collected on labor productivity and the capi¬ 
tal-labor ratio in Peru and the U.S. The Peruvian labor productivity 
is called the "Peruvian relative labor productivity.” The CES pro¬ 
duction function is employed to calculate what the Peruvian relative 
labor productivity would be if the capital-labor ratio in Peru were 
the same as in the U.S. Tliis hypothetical Peruvian relative produc¬ 
tivity is the Peruvian relative efficiency. 

Peruvian relative efficiency was calculated separately for eleven 
manufacturing industries. Among the industries a positive correla¬ 
tion was found between the capital-labor ratio (in either country) 
and Peruvian relative efficiency. Tlie implication of this finding for 
the Heckscher-Ohlin theory of relative commodity prices is briefly 
discussed. Rev. Econ. Stat., Nov. 1968, 49(4), English. Harvard Uni¬ 
versity 


Clf.mhout, S, The Class of Plomothetic Isoquant Production Func¬ 
tions. 

The algebraic forms of production functions used in current econ¬ 
ometric studies usually imply highly restrictive economic assump¬ 
tions. The Cobb-Douglas for instance estimates distribution parame¬ 
ters from which can be deduced a scale parameter, but it assumes 
unit elasticity of factor substitution. This later point was generalized 
by the con.stant elasticity of substitution production function (CES). 
Hybrides have also been presented. The homothetic isoquant pro¬ 
duction function (HIPF) is less restrictive than the algebraic forms 
used hitherto. 

Tlie objects of the paper are to describe the advantages of the 
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HIPF, to derive an explicit algebraic form, to estimate this form for 
the U. S. private non-farm domestic economy over the period 
1929-53, and to interpret the results and compare them with some 
results already published in the field. Forms of functions which are 
HIPF but not CES are also given. 

For the HIPF the elasticity of factor substitution is constant for 
all isoquants along a ray from the origin and is not necessarily con¬ 
stant along one isoquant, llie only a priori assumption involved in 
the estimation is homotheticity. This concept implies that, in the 
two-factor plane, along a ray from the origin the slopes of the iso¬ 
quants (pertaining to a given isoquant map) arc unique and have 
identical numerical values. Any homogeneous production function is 
homothetic but the reverse docs not necessarily hold true. 

In his review of Minhas’ book, Leontief showed that it is difficult 
to identify which industry is capital intensive and which is labor-in¬ 
tensive if the CES production function is used. For the CES, the fac¬ 
tory-intensity, (K/L) and the factor price ratio (w/r), maintain a 
log-linear relation for each industry. Since two straight lines, unless 
parallel to each other by coincidence, are bound to intersect, the 
CES estimation procedure loads the dice against unambiguous fac¬ 
tor intensities. On the other hand, if one adopts the HIPF estimates, 
the elasticity of substitution coefficient is free to vary at different 
(K/L) values, this awlavard nccc.ssity of crossing-over, need not 
occur, i.e. there Ls no inherent bias towards ambiguity. In view of the 
fact that the unambiguous factor intensity assumption plays an im¬ 
portant role in many theorems of trade and development it is desir¬ 
able to have an unbiased lest for such a crucial assumption. 

Traditionally, the estimation of production functions has been 
based on a framework of perfect competitition. In view of tlie form 
of the functions used, these assumptions were necessary. Tlie HIPF 
applies to market conditions of differentiated competition of monop¬ 
olistic competition. Rev. Econ. Stud., Jan. 1968, 35(1-101), pp. 
91-104 (English). University of California, Berkeley 


Cragg, J. G. Some Effects of Incorrect Specification on the Small- 
Sample Properties of Several Simultaneous-Equation Estimators. 

The paper reports the results of several sampling evjreriments 
which explored the sensitivity to specification errors of the .small- 
sample performances of several simultaneous-equation estimators. 
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The misspecifications involved the incorrect specification that cer¬ 
tain structural coefficients be zero, the incorrect exclusion of vari¬ 
ables or equations from the estimated model, or failure to specify as 
zero all coefficients for which such specification would be valid. The 
estimators investigated were direct least squares, two stage least 
squares, the unbiased fc-class estimator, limited information maxi¬ 
mum likelihood, three-stage least squares, full-information maximum 
likelihood and least-squares estimation of the reduced form. The re¬ 
sults suggested that misspecifications affecting unimportant variables 
or coefficients had only minor effects on the estimators. Misspecifica¬ 
tions affecting important parts of a structure or seriously weakening 
the identifiability of equations had such pronounced effect that one 
might well consider the estimates obtained worthless. Internat. 
Econ. lirv., Feb. 1968, 9(1), pp. 63-86 (English). 

Daly, D. J. and Walter, D. Factors in Canada-United States Real 

Income Differences, 

This paper is part of a larger study of economic growth in Can¬ 
ada, following the methods developed by Edward Denison in The 
Sources of Economic Grou th in the United States and \Vhtj Growth 
Rates Differ. The new material in this paper relates to Canada and 
the Canaclian-U.S. comparison, while the material on Northwest Eu¬ 
rope is drawn from the Denison study. 

The present paper sets out the results to date on the differences in 
real output per employed person between Canada and the United 
States for one year, 19G0. At this stage in our re.search the results 
indicate that the level of real output per employed person in Can¬ 
ada was about 20 per cent lower than in the United States in that 
year. On the basis of historical output data, it would appear that 
this margin of difference in Canadian-U.S. product levels has per¬ 
sisted throughout the present century. 

'File central part of this paper examines the significance of differ¬ 
ences in factor inputs in Canada and the United States and their 
contribution to the difference in income. Tlic level of inputs per em¬ 
ployed person in Canada accounts for only about 2 percentage 
points of the income difference between Canada and the United 
States. TTiese results indicate that the overwhelming part of the 
difference in output per employed person between the two coun¬ 
tries reflects the differences in output in relation to total factor in- 
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puts, rather than the magnitude of other factor inputs used in com¬ 
bination with labour. 

This result is consistent with earlier studies by Denison and others 
which have indicated the crucial importance of output in relation to 
total factor inputs, both in output growth over time and intercountry 
comparisons of output level. Rev. Income ir Wealth, Dec. 1967, 
13(4), English. Economic Council of Canada 


Falkus, M. E. Russia’s National Income, 1913. A Revaluation. 

Most estimates of Russia’s national income in 1913 rely on the 
work of S. N. Prokopovich. He calculated estimates for 50 European 
Provinces, for the entire Empire (excluding Finland) and for Russia 
within the inter-war boundaries. The three estimates obtained were 
inconsistent with one another, because they were calculated on dif¬ 
ferent bases. The estimate for inter-war Soviet territory was the 
most satisfactory. Accordingly, largely using Prokopovichs’ methods 
and sources, the incomes for 50 Provinces and the Empire have been 
recalculated, and some minor adjustments made to the original esti¬ 
mate for Soviet territory. 

The revised figures for per capita national income are 107.3 roubles, 
109.2 roubles, and 114.3 roubles for the 50 Provinces, Soviet terri¬ 
tory, and Empire (excluding Finland) respectively: 24.8 per cent 
8.0 per cent, and 26,0 per cent higher than Prokopovich’s estimates. 

If 1913 is used as a ba.se year from which to measure income 
growth rates, and if existing estimates for earlier and later years are 
not under-estimated to the extent of Prokopovich’s 1913 figures, then 
growth prior to 1913 was faster, and that subsequent to 1913 slower, 
than the rates suggested by Prokopovich’s original calculations. 
Economica, Feb. 1968, NS 35(137), pp. 52-73 (English). The Lon¬ 
don School of Economics 


Franx, C. R. The Seers Modified Input-Output Table: Some Projec¬ 
tion Techniques. 

Dudley Seers and his colleagues in working with various less de¬ 
veloped economies have proposed a modified version of an input- 
output table for making projections and tests of consistency in plan¬ 
ning. The table includes only the important inter-sectoral flows. By 
maldng a simplifying assumption with regard to the non-included 
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inter-sectoral flows, an algebraic formulation of the modified input- 
output table is possible. The resulting matrix of input-output coefiB- 
cients and final demands can be transformed into a Leontief input- 
output matrix which is block triangular and composed of two blocks, 
one of which is diagonal. Given a set of final demands it is very easy 
to solve for the total output of each of the sectors. The amount of 
computation involved is directly related to the number of inter-sec¬ 
toral flows included in the original modified input-output table. Rev. 
Income ir Wealth, Sept. 1967, 13(3), pp. 223-30 (English). Prince¬ 
ton University 


Goldfkld, S. M. ANn Quandt, R. E. Nonlinear Simultaneous Equa¬ 
tions. Estimation and Prediction. 

The purpose of this paper is to begin an investigation of the small 
sample properties of certain estimators of the parameters of systems 
of simultaneous nonlinear equations. Sampling experiments are used 
in connection with two .specific nonlinear models. The estimating 
methods investigated comprise direct least squares, various forms of 
two-stage least squares and full-information maximum likelihood. 
The relative performances of the various methods are evaluated on 
the basis of informal comparisons of their respective mean absolute 
errors and root mean square errors and also by more formal tests of 
significance. Direct least squares is found to be, as expected, the 
worst estimating method. Tire other two methods are rather more 
comparable with full-information maximum likelihood holding the 
edge for both theoretical and experimental reasons. Internal. Econ. 
Rev., Feb. 1968, 9(1), pp. 113 if (English). 


Goodman, S. H. An Application of Linear Activity Analysis to 

Oligopolies with Selling Activities. 

Linear activity analysis has been used in a wide number of appli¬ 
cations. This paper attempts to extend the areas of applications to 
the analysis of oligopolies with selling activities. 

Demand for the output of the firm is introduced as an exhaustable 
restraint acting on the various activities. Activities are defined to in¬ 
clude selling as well as production, and it is assumed that the input 
of selling has an effect on the input on exhaustion of the available 
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demand. The conclusion of the exercise is that linear activity analy¬ 
sis is applicable to the problem defined and a unique solution exists. 
An example is presented and illustrated. Am. Economist, Fall 1967, 
PP" 19-21 (English). University of Zambia, Lusaka, Zambia 


Goodman, S. S. State and Regional Estimates of Upper Group In¬ 
come Shares. 

As selective geographic effects of our domestic policies have be¬ 
come a growing concern of welfare-conscious policy makers, the 
need for data on the personal distribution of income by state and 
region becomes more acute. Annual size distributions by state may 
be derived from the tabulations of income tax returns by the Inter¬ 
nal Revenue Service when supplemented by data on state personal 
income. 

These distributions are presented as income shares of selected or¬ 
dinal groups as large as the upper quarter of state and regional pop¬ 
ulations for 1953 and 1957, and display wide intergroup and inter¬ 
state differences in either year, whether measured before or after de¬ 
duction of Federal income tax. Short-term stability is indicated by a 
considerably larger range in levels than in changes in the shares at 
each upper group. A lack of difference in the dispersion of the 
shares before and after tax suggests that the effect of the Federal tax 
in narrowing inequality intrastate did not generally produce conver¬ 
gence among states in levels of each share. 

Regional differences appear in the contrast between the large 
shares in the South and Southwest and the small sh.ares for the 
Rocky Mountain states, and are sharpest for the upper 1!? and 5^ 
tax; Aey were most reduced in the Southwest and Middle Atlantic 
states. 

The ineffectiveness of the Federal tax in promoting interstate con¬ 
vergence in upper group shares is confirmed by rank correlations 
which test the stability of state rankings in shares before and after 
tax. Similar correlations demonstrate substantial stability in state 
rankings over time and between upper groups, but there is evidence 
that transitory influence on income inequality are significant at nar¬ 
row upper bands, while persistent factors differ in importance or 
kind at different upper groups. Western Econ. jour., Dec. 1967, 
6(1), pp. 9-24 (English). Tulane University, USA 
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Structure of Interest Rates. 

Spectral analysis techniques were used on nine interest rate ser^ 
reprt'sentin( 3 ; the yieJcfs an government bonds ran^iuQ from one tO £l 
teen years to maturity, and Consols. The spectral analysis was per 
formed on these series, both for raw data and first difl^erenced data. 

The spectra of the raw data all exhibited a “typical spectral 
shape” but the spectra of the first differenced series were flat indi¬ 
cating that the bond market follows a ‘random walk’ model in the 
.short period, but not in the long period, as is found in most .specula¬ 
tive markets. The only exception to this was the appearance of two 
and four year cycles in the longer bonds, especially Consols, for 
which there is no obvious e.vjilanation. 

Tlie coherence diagrams showed that all bond rates are corre¬ 
lated. The correlation however, tended to be higher in the long pe¬ 
riod. The correlation also tended to be higher the closer together the 
bonds are in terms of time to maturity. 

'Idle phase difference between bonds was generally zero except for 
the one year bond rate which appeared to be leading the rest. Tliis 
lead was proportioned to the length of time to maturity of the bond 
and was present only in the long period. 

The spectral analysis shows that the bond market operates in dif¬ 
ferent ways in the short and the long run. In the short run it be¬ 
haves like a typical speculative market, with random movements. In 
the long nm there are definite connections between bond rates with 
high correlation and lead-lag relationships. 

By using spectral methods it was possible to decompose the vari¬ 
ables into long and short period components and analyse these. Sev¬ 
eral of the results are unlikely to have been found using other statis¬ 
tical techniques. Rev. Econ. Stud., Jan. 1968, 35(1-101), pp. 67-76 
(English). University of Nottingham 


Haitovsky, Y. Regression Analysis of Grouped Observations when 
the Cross Classifications are Unknown. 

A common way of publishing cross-sectional data of economic sur¬ 
veys is by categorizing the observations and reporting the mean 
values and frequencies within each category in table form. The econ¬ 
ometrician interested in estimating regression equations with 
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grouped data reported in table form is faced with a very restrictive 
requirement in order to assure unbiased and efiScient estimates. The 
requirement is that the row observations should be cross classified 
according to all regressands appearing in the hypothesized model. 
An unbiased and efficient method for estimating miJtiple regression 
equations based on one-way classification tables when the cross clas¬ 
sifications are unknown is presented in the present paper. The method 
linearly combines tlie vectors of regression coefficients estimated in¬ 
dependently from each one-way classification table, where the 
weights represent the relative "reliability” of these estimates. Alter¬ 
natively, one can weight the data according to the amount of (Fish¬ 
er’s) "Information” they convey. The weights would be applied to the 
proper subsets of the pooled data matrices. Since the data obtained 
from the various tables are not uncorrelated, the intertables covari¬ 
ances should also be taken into account. The procedure presented 
here is a combination of Aitkon’s Generalized Least Squares method 
and the treatment of the grouped data in tire regression analysis; 
hence, leads to asymptotically efficient and unbiased estimates. It 
resembles Zellner’s two-state method of "estimating seemingly un¬ 
related regressions,” but offers a third stage in order to improve 
efficiency. This stage leads to further iterations by which the esti¬ 
mates of the variance-covariance are improved. In this re.spect it fol¬ 
lows more closely the Prais-Aitchison iterative procedure for im¬ 
proving efficiency. Rev. Econ. Stud., Jan. 1968, 35(1-101), pp. 77-89 
(English). National Bureau of Economic Research, Inc., New York 


Hanson, M. A. A Continuous Leontief Production Model with Quad¬ 
ratic Objective Function. 

This article is concerned with the theory of the "bottleneck” prob¬ 
lem experienced by a de\'eloping economy, say that of an underde¬ 
veloped country which is trying to achieve specified production 
goals over a fixed time period, where there is competition for re¬ 
stricted resources and limited external aid, including for example 
competition between the needs for consumer goods and capital 
goods. 

The problem is viewed as a generalized type of nonlinear pro¬ 
gramming problem. Mathematically, a basic difficulty in such a 
model is of course its enormous size; and it is desirable to find meth¬ 
ods of testing approximate solutions. One such test is provided by 
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the duality theory of nonlinear programmiag, which is shown 
apply to this situation, so that the problem can be regarded as e 
ther of two distinct problems, which are shown to have the same op¬ 
timal solution. Economically, these two problems may be describee 
in terms of determining the optimal procedure at any given time 
during the period in terms of what has already happened, or alter¬ 
natively in terms of what is required to happen subsequent to that 
time, 'fhe two problems involve respectively maximization and min¬ 
imization, so that, in particular, upper and lower bounds for the 
value of production can be calculated for any particular production 
plan. Econometrica, July-October 1967, 35(3-4), pp. 530-36 (En¬ 
glish). Queen’s University, Ontario 

Hendersott, P. H. Recent Development of the Financial Sector of 

Econometric Models. 

In recent years much effort has been channeled into the estima¬ 
tion of financial sectors of econometric models. The scope of thi. 
woik has ranged from the straightforward estimation of equation: 
explaining long-term interest rates to broad investigations of many 
financial markets. The assumptions and strategy underlying the con¬ 
struction of these models have not always been explicitly laid out. 
As a result, it is unlikely that either the alternative assumptions upon 
which the financial sector might be based or die reasonableness o' 
the form of existing financial .sectors is generally understood. One 
purpose of die present study is to clarify these issues by deriving a 
financial sector very explicitly and relating recent work to it. In ad¬ 
dition, those markets of the financial sector that heretofore have re¬ 
ceived only limited study are analyzed empirically. 

The paper is divided into three parts. In Part I a ten equation 
financial model is derived. Exact relationships are not presented, but 
all the arguments of the behavioral functions are specified. The 
basic underlying a.ssumptions (and their alternatives) are explained 
and the rationale for each expansion of the sector is provided. Since 
the sector contains all the fundamental relationships established in 
recent studies in a minimum number of equations, these studies can 
easily be related to it. In part II some equation estimates are pre¬ 
sented for markets of the model that have only recently come under 
investigation. In particular, the commercial loan, time deposit, and 
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mortgage markets are analyzed. There is also a conclusion and an 
appendix describing the construction of a quarterly time deposit 
rate series. Jour. Finance, March 1968, 23(1), English. Northwest¬ 
ern University, USA 

Hogg, C. and Larson, A. B. An Iterative Linear Programming Pro¬ 
cedure for Estimating Patterns of Agricultural Land Use. 

Evaluation of a land development project requires estimation of 
the land use pattern that will probably result in the project area. 
The relative profitableness of crops, and hence the land use pattern, 
might be aflEected by production in the project area if this production 
is great enough to affect prices of the crops being produced. This 
paper presents a procedure for estimating a land use pattern in 
which the supply from land in the project area is permitted to affect 
prices of any or all of the crops grown. It also incorporates the sup¬ 
ply response of existing, nonproject, producers of the crops, who 
may be expected to reduce their production of those crops whose 
prices are lowered. The result is a static, competitive equilibrium 
pattern of land use. The project acreage, price, and total market 
supply of each crop are determined. The method employed system¬ 
atically adjusts the objective function of a linear programming tab¬ 
leau until in the final iteration the solution is consistent with the 
supply and demand curves. Agric. Econ. Research, Jan. 1968, Jan. 
1968, 20(1), pp. 17-24 (English). University of Hawaii, Honolulu 


Holmes, R. A. Combining Cross-Section and Time-Series Informa¬ 
tion on Demand Relationships for Substitute Goods. 

This study deals with the problem of pooling cross-section and 
time-series results in the estimation of demand functions when the 
appropriate endogenous variable differs in the two analyses. An iter¬ 
ative estimation procedure which incorporates a necessary distinc¬ 
tion between quantity and quality elasticities of demand is devel¬ 
oped and tested. This procedure addresses the estimation problems 
arising from differences between the cross-section and time-series 
models and data, and provides a partial test of the model specifica¬ 
tion. Am. Jour, Agric. Econ., Feb. 1968, 50(1), pp. 56-65 (English). 
Burnaby, B.C., Canada 
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HimnKiOTON, H. F. Point Sampling Surveys for Potato Acreage ii 

Colorado’s San Luis Valley. 

Enumerative surveys employing a large group of trained inter 
\ ic\vers often are used to obtain agricultural data. If there is a prob 
lem of available resources for survey work, the technique of poin 
sampling may provide an alternative which should be considered 
Point sampling is a metbod of observing the use of very small unit 
of areas of equal size whose locations are determined by randon 
points. The sizes of the fields in which the random points fall ar 
immaterial. This paper gives an example of the application of th 
technique with the related costs and variances. It presents a brie 
summary of the survey methodology used during the first two year 
of a project in Colorado. The sampling frame used was an are 
frame constructed to contain the potato acreage in five countie 
comprising the San Luis \'alley. The land area in the frame, totalin 
372.800 acres, was subdivided into 563 sampling units of ncarl 
equal land area. Field work for the survey required use of thre 
people for three days. In most cases the poiirts could be inspecte 
by drisang a car along the field edge. Reinspection of the sampl 
points later in the season for variety and yield work revealed onl 
one point incorrectly classified. Agric. Econ. Research, Jan. 196- 
20(1), pp. 1-4 (English). USDA, Washington, DC 

JonANSE.v, L. AND SpnsvF.r.v, A. Notes on the Measurement of Re; 

Capital in Relation to Economic Planning Models. 

Economic planning can in principle be seen as consisting of tw 
phases; first a description of all possible development paths, an 
second a choice of “the best one” from among these possibilities, 
the present paper the measurement of real cajtital is discussed in rf 
lation to the needs of the first of these two phases. In section 2 c 
the paper it is argued that the most relevant measure of capital fc 
this purpose is the gross value of the existing capital stock, i.e., th 
total value without accounting for depreciation. In section 3 of tl 
paper different ways of estimating this gi'oss capital stock are di. 
cussed. In sections 4, 5, and 6 there follows a discussion of how or 
can correct the capital measure for changes in efficiency with ag 
for “embodied technical progress" and for different durabilities. Tl 
latter correction leads to concepts which are equivalent to mcasm 
ing “capital services” as a factor of production. The treatment c 
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maintenance and repair will be important for the interpretations of 
some of these “corrections.” The final section of the paper suggests a 
model which requires data on vintages of capital. Rev, Income ir 
Wealth, June 1967, 13(2), pp. 175-98 (English). University of Oslo 


Ejslev, Y. and Amiad, A. Linear and Dynamic Programming in 

Markov Chains. 

Some essential elements of the Markov chain theory are reviewed, 
along with programmming of economic models which incorporate 
Markovian matrices and whose objective function is the maximiza¬ 
tion of the present value of an infinite stream of income. The linear 
programming solution to these models is presented and compared to 
the dynamic programming .solution. Several properties of the solu¬ 
tion are analyzed and it is shown that the elements of the simplex 
tableau contain information relevant to the understanding of tlie 
programmed system. It is also shown that the model can be ex¬ 
tended to cover, among other elements, multiprocess enteqirises and 
the realistic cases of programming in the face of probable deteriora¬ 
tion of the productive capacity of the system or its total destruction. 
Am. Jour. Agric. Econ., Feb. 1968,50(1), pp. 111-29 (English). 
University of California, Berkeley 

KfiZECZKOWSKA, E. The International Comparisons of Consumption 

Level Carried Out by the Polish Central Statistical Office. 

This paper discusses methodology and practical solutions used in 
international comparisons of national income and its elements 
among the CMEA countries. Some rough conclusions drawn from 
tire nearly completed comparison of consumption level behveen Po¬ 
land and Austria arc presented in the List part of the paper. 

Some special theoretical and practical problems arise in making 
comparisons between market and planned economies. In addition to 
the usual problems of international comparisons, three additional 
groups of problems must be considered: (1) the problem of tire def¬ 
inition and boundaries of the aggregates compared, (2) the differ¬ 
ences in pricing of the groups of products and services compared 
which result from the .social poUcies of the governments concerned; 
and (3) differences arising from general price policies in tlie coun¬ 
tries compared. In comparing consumption levels, it is argued tliat 
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expenditure on material goods and on non-material services prc 
vided free of charge to the population should be included. An intei 
nationally agreed upon classification and definition of the expenditui 
of government to be included in this category is needed, since the: 
are many doubtful borderline items. Rev. Income 6- Wealth, De( 
1967, J3(4), English. Central Statistical Office, Warsaw, Poland 

Levy, R. A. The Theory of Random Walks: A Survey of Findings. 

In an efficient-stock market many transactors would deal in a ur 
form product, utilize readily and equally available information, an 
enjoy freedom of entry and exit. Under these conditions, the price c 
a security would be a good estimate of its intrinsic value. Compet 
tion would cause an instantaneous adjustment of prices to values e 
new information became available. This process would eliminat 
any above-normal profits which might otherwise accrue to technic 
traders. Technical analysis would be no more useful in selecting ir 
vestments than pure chance. This is the random walk hypothesis. 

Most empirical studies have supported the random walk hypoth 
sis. However, witli re.spect to the Chicago University and Wharto 
studies, the indirect support which they might otherwise have o. 
fered was somewhat suspect because of numerous computatior 
problems aand over-reliance on Standard and Poor’s indexes as 
measure of market performance. Diiect support for the theory, £ 
derived from serial correlation analyses and runs tests, has suffere 
from difficulty of interpretation and inability to detect complicate 
non-linear relationships. 

The most satisfactory approach to the random walk problem is th 
construction of models which simulate actual investment strategic 
and measure their results against the results obtainable from randor 
selection. Applying this technique, both Alexander and Cootner prr 
duced evidence which suggested that the market behaved non-rar 
domly. However, the degree of non-randomness was not sufficient t 
cover trading costs and still leave superior profits. The models of A 
exander and Cootner, while a substantial contribution, have ce 
tainly been less than exhaustive. Thus the competitive efficiency c 
the stock market remains an open matter. It is, moreover, a critics 
area of investigation which has both direct relevance to the proce. 
of resource allocation and indirect implications for the decision-ma 
ing process in general. Am. Economist, Fall 1967, ii(2), pp. 34-4 
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(English). Computer Directions Advisors, Inc., Silver Spring, Mary¬ 
land, USA 


Maddala, G. S. and Kadane, J. B. Estimation of Returns to Scale and 
the Elasticity of Substitution. 

This paper concerns itself with the following problem; Suppose 
the true production function is of the CES type with constant re¬ 
turns to scale. If we fit an unrestricted Cobb-Douglas production 
function instead, what is the nature of the bias in the estimate of the 
retiu-ns to scale parameter? Econometrica, July-October 1967, 
35(3-4), pp. 419-23 (English). Stanford University 


MATiitJR, P. N. An Appropriate System of Deflation of Sectoral In¬ 
come in a Developing Economy, Illustrated by the Industrial Sec¬ 
tor of the Indian Economy, 1950-51 to 1962-63. 

The technique of national income accounting is a part of what 
Hicks has termed the “fixprice” method. Deflation is an attempt to 
approximate a real economy to a fixprice economy. It is shown that 
if the propositions of macrodynamics are to hold this deflation can¬ 
not be done in accordance with the price structure prevailing at any 
particular historical time, but must use that given by the capital 
theory of value, viz., when returns to labour are equal to zero. For a 
labour-abundant developing economy tins will correspond to prices 
based on opportunity cost principles. 

As an illustration, sectoral incomes on this basis have been calcu¬ 
lated for the industrial .sector of the Indian economy for the years 
1950-51 to 1962-64. Rev. Income 6- Wealth, March 1967, 13(1), pp. 
1 ff (English). Gokhale Institute of Politics and Economics, Poona, 
India 


Martibena-Mantcl, a. M. A Model of Economic Fluctuations. 

The object of the dissertation is to present a model of economic 
fluctuations which recognizes the fact that economic dynamics is not 
only concerned with preferences and technology but also wutli plans 
and expectations. 

It is essentially a generalization of the Hicksian model of the 
trade cycle along the following main lines. (1) The production side 
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of the economy is formally taken into account under the form of a 
production function homogeneous of degree one and with constant 
coefficients. (2) A process of formation of expectations is introduced 
which belongs to the extrapolative tyjie, i.e., a certain fraction of the 
latest change in sales is added to the latest observed sale. Since the 
model works with constant prices, it is reasonable to consider expec¬ 
tations on quantities demanded. (3) Investment in fixed capital is 
not analytically divorced from investment in inventories, achieving 
in this way a quantity-adjustment mechanism at the lower turning 
point of the nonlinear cycle. Demand for inventories is justified 
under conditions of certainty by analogy with the demand for 
money for transactions piu'posc. 

'I he mathematical formulation of the model reduces to a system of 
seven difference equations the three dynamie inequalities. The non- 
linearities of the model suggested the exploration by means of simu¬ 
lation. For that purpose, the parameter values were chosen working 
backwards from the value of the maximal root of the unconstrained 
model, so as to avoid an arbitrary explosion of the system. Further¬ 
more the initial position of the system for the simulation was given 
by the equilibrium solution of the model both for the progressive and 
tile non-progressive economy. 

A result obtained with this more complex model is to give weight 
to Prof. Hicks’ conjecture about the explosive nature of the uncon¬ 
strained cycle so tliat the nonlinearities play a crucial role for the 
“orbital stability” of the economy. 

Another result relevant to economic theory is tlie fact that the for¬ 
mal introduction of inventories permits a nonlinear and endogenous 
theory of the cycle which docs not “fail” in the non-progressive 
economy. Yale Econ. Essays, Spring 1968, 8(1), English. 


MnaiERjEE, M. The Role of Transactions in Kind in l^eveloping 

Economics. 

Tliis paper is concerned wnth non-monetized transactions which 
are dimensionally important in developing countries. The notion of 
degree of monetization attaches to all real flov/s. It is necessary to 
analyze non-monetized transactions in order to have a better under¬ 
standing of the producing and consuming activities of households 
which contribute a large part of national product in less developed 
countries. Among different non-monetized flows, particular atten- 
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tlon is paid to the use of the output of own production for different 
purposes. A survey of Indian information on the degree of non¬ 
monetization shows tliat it is different for different flows: highest for 
consumption, intermediate for current inputs and lowest for invest¬ 
ment. Cross section Indian data indicate that the degree of non¬ 
monetization is expected to fall with the improvement in the average 
household expenditure and urbanization but it may rise if de^'elop- 
ment occurs largely through agricultru-al improvement. Some of the 
Indian findings may apply to other developing countries as w'ell. 
Normally, estimates of expenditure elasticities based on cross sec¬ 
tion data are obtained from consumption expenditure on a particular 
item (e) and the aggregate consumption expenditure (E) without 
going into the question of the degree of non-monetization of either 
element. Since traditional models of consumer behavior apply only 
to the relation between money expenditure on a particular item (e,,,) 
and the aggregate money expenditure (E„,), it is suggested that the 
relation between e and E should be broken down into relations be¬ 
tween (i) Cm and E„„ (ii) Ck and Ei, where these are the cc'rrcsponding 
kind elements and (iii) among E, E„„ and E.,. Some estimates of 
elasticity based on this scheme are presented indicating that the 
procedure is reasonable and suggesting that this tvpe of analysis 
W'ould probably furnish a suitable framew’ork for answering relevant 
questions in the field. Rev. Income <b Wealth, Sept. 1967, 13(4) 
English. Indian Statistical Institute, Calcutta 


Mundlak, Y. Long-Run Coefficients and Distributed Lag Analysis' 

A Reformulation. 

The difficulty of obtaining empirical coefficients of long-run eco¬ 
nomic relations stems from the fact that long-nm equilibrium values 
of economic variables are unobservable. To overcome this difficulty, 
assumptions are usually made about the relationships between ob¬ 
served and the unobserved long-run variables. Such assumptions 
have led to distributed lag analysis. Ilow'cver, such an approach is 
likely to give erroneous results, for the adjustment process may not 
be consistent with the comparative statics solutions. It is shown how' 
this problem can be overcome and how the long-run coefficients can 
be estimated even though the long-nm equilibrium values are unob¬ 
served. The basic deviation from other formulations of this subject is 
that adjustment equations are used to describe only those move- 
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mcnts of variables about which comparative statics has nothing to 
say. In this way, contradictions between comparative statics and ad 
hoc dynamic formulations are avoided. 

The results of estimation for linear systems are summarized. X is a 
vector of quantities (inputs or outputs). There are M quantities 
which are endogenous in the short as well as in the long-run and N 
quantities which are exogenous in tlie short-run but endogenous in the 
long-run, K,i, i,j - M, N, is a matiix of price coeflScients of quantity 
vector i with respect to the price vector j. Qn is the vector of fixed 
quantities at time t of the variables Xn. r is a diagonal matrix of ad¬ 
justment coefficients of the variables Xn. X indicates long-run equi¬ 
librium values of X where K|j indicates long-run coefficients. Equa¬ 
tions (1) and (4) are estimable and by using the properties of the in¬ 
verse of an augmented matrix it is possible to obtain the long-run 
coefficients Kmm and Kmn. 

The analysis is extended to cover several short-run periods. It is 
done by using the above relationships recursively. It is also applied 
to investment studies which use the theory of the firm as a starting 
point. Econometrica, Apr. 1967,35(2), pp. 278-93 (English). Hebrew 
University) 

P.\TRiCK, H. T. Functional Estimates of Japanese Government Do¬ 
mestic Expenditures, Fiscal 1952-1963. 

This paper describes current and constant price estimates of Japa¬ 
nese central and local government postwar domestic expenditures by 
economic type and function recently completed by Miss 
Yoshiko Kido, International Christian University, Tokyo, and my¬ 
self. Expenditures are divided into four broad functional catego¬ 
ries: developmental disaster repair and prevention, social welfare, 
and general government. Government fixed investment, government 
enterprise inventory investment, current domestic transfers, and sub¬ 
sidies were further subdivided into 42 functional components. Each 
functional component by economic type was deflated by separate 
price indexes. 

Our results are generally comparable to ths official national ac¬ 
counts estimates. 'Hie major difference is that we attribute consider¬ 
ably more fixed investment to local governments, and correspond¬ 
ingly less to the central level. 
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Government expenditures had the following characteristics; 
Growth was rapid; in real terms the public sector use of the econo¬ 
my’s resources in 1963 was 2.2 times more than in 1952. The elastic¬ 
ity of government expenditures to GNP was unity in current prices, 
slightly less in real terms. The government postwar share in GNP 
has been smaller than in European nations and, unlike them, not ris¬ 
ing. Developmental expenditures compri.'^^ed the largest share (40-45 
per cent) of the government total. 

A simple test was made of the cyclical relationship of government 
expenditures (both total and by category) to GNP. The results sug¬ 
gest that government expenditures, rather than contra-cyclical, were 
pro-cyclical in effect. Rev. Income ir Wealth, Sept. 1967, 73(3), pp. 
231-46 (English). Yale University 


PoLLAK, R. A. Additive von Neumann-Morgenslcrn Utility Functions. 

Necessary and sufficient conditions for the additivity of ordinal 
utility functions are well known. In this paper a necessary and suffi¬ 
cient condition for the additivity of von Ncumann-Morgenstern util¬ 
ity functions is presented; this condition is summari/ed in the 
“strong additivity axiom”. A “weak additivity axiom” is introduced, 
and it is shown that an individual’s preferences satisfy this axiom if 
and only if his von Neumann-Morgenstern utility function is either 
additive of “log additive.” The extension of these results to the con¬ 
tinuous consumption case is indicated. Economeirica, July-October 
1967, 35(3-4), pp. 485-94 (English). University of Pennsylvania 


Rydell, C. P. The Significance of Logarithmic Convexity for Price 
and Growth Theory. 

Classifying functions according to whether the logarithm of the 
function is convex, linear, or concave is found to have application in 
price theory and in growth theory If log f(x) is a convex function, 
then the function f(x) is said to be logarithmically convex, or more 
simply, log-convex. Similarly, if log f(x) is linear, f(x) is called log- 
linear, and if log f(x) is concave, f(x) is called log-concave. 

In price theory the imposition of a .specific tax results in a monop¬ 
oly price increase greater than (equal to, less than) the tax if and 
only if demand is a log-convex (log-linear, log-concave) function of 
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price. Marginal production cost is assumed to be constant in the de¬ 
rivation o! this result. 

In growth theory the optimal time-path of consumption in a Ram- 
sev t}'pe model is convex (linear, concave) if and only if marginal 
utility is a log-convex (log-linear, log-concave) function of con¬ 
sumption. Marginal productivity of capital must be assumed con¬ 
stant to obtain this propeity of optimal growth paths, Western Econ. 
Jour., Dec. 1967, 6(1), pp. 65-70 (English). Hunter College of the 
City Univeisity of New York, USA 


S.\MUK\W4, T. Tlie Public Sector in Financial Flow Statements: 

Japan’s Case. 

One of the mo-it characteristic features of Japan’s public sector is 
the predominant role of the Treasury system, which operates not 
only budgetary funds of the central government but also variom 
other funds such as Postal Savings Funds and surplus funds of 
public corporations. Among the geneial account and 45 special ac 
counts of the Treasury system, the Foodstufl Control, the Foreign 
Exchange Fund and the Trust Fund play important roles, both 
through their intra-govemment i! transactions and through then 
transactions with private sectois. Paiticnlaily noticeable is the role 
played by the Trust Fund Biiieau, which serves as a financial insti 
tution for government agencies. Surplus and accumulated funds in 
the Postal Savings and other special accounts of the Government are 
deposited in the Trust Fund Bmeau, which employs these funds for 
intra-govemmental ways and means loans, and for gos’crnment loans 
and investment programs. Another fcatuie of Japan’s Treasury sys¬ 
tem is that it deposits all the Treasury funds solely with the Bank of 
Japan. Tlie activities of local authorities and local public enterprises 
are also largely financed by Treasury funds, and are intertwined 
with the Treasuiy system. 

The statistical systems for monetary and financial flow analysis de¬ 
veloped by the Bank of Japan, therefore, place stress on the analyst.^ 
of flows of Treasury funds, and are based on an institutional sector¬ 
ing to reflect the flows of funds as they actually take place. One ex¬ 
ception is the Monetary Survey compiled in accordance with the 
IMF formula, which adopts a kind of functional sectoring for inter 
national comparison purposes. 

In the last three years, Japan’s public sector, which had long stood 
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rather neutral in the financial patterns of the economy, has begun to 
show an increasing financial deficit. With the increasing financial 
deficit, the financial patterns of the action as a whole are under¬ 
going remarkable changes. Rev. Income b- Wealth, Dec. 1967, 
13(4), English. Bank of Japan 


SuNGA, P. The Treatment of Interest and Net Rents in the National 

Accounts Framework. 

The contention in this paper is that the present method of treating 
interest and net rents as transfers rather tlian as payments for ser¬ 
vices provided creates problems in the measurement of production 
by industry and that the difficulties encountered in explaining the 
treatment of interest items in the different tables of the National Ac¬ 
counts are even more apparent when one views the National Ac¬ 
counts framework as an integrated reflection of economic reality. 

It is argued that the lending of money arises from the stretching 
out of the production and consumption process, and the interest 
charges constitute a charge for the administrative services and risk 
involved. This is somewhat analagous to the charges for hiring out 
real goods and services. A similar case is made for the treatment of 
rents with the exception of imputed net rent where it is contended 
that economic risk is incurred only when production is undertaken 
for sale and that there should be no entrepreneurial retiirn where 
the production is for the u.se of the owner-producer. 

It is suggested that an alternative treatment of interest and rents 
as payments for services is more realistic. Its adoption in the Na¬ 
tional Accounts would eliminate the need for imputations now made 
to account for the production of financial intermediaries, as well as 
the unconvincing explanations put forward for the present treatment 
of interest on consumer and public debt. Finally, it would serve to 
integrate the production accounts with the financial flows and the 
related financial structure. Rev. Income b Wealth, March 1967, 
13(1), pp. 26 ff (Engli.sh), Dominion Bureau of Statistics, Canada 


SwAMV, S. Structural Changes and the Distribution of Income by 
Size: The Case of India. 

The interrelation betv'ecn changes in the economic structure, i.e., 
industrial distribution of income and labor force, and the size distri- 



416 Journal of Economic Abstracts 

bution of income is studied in this paper in a case study of India 
(1951-1960). 

The change in the size distribution of income is the sum of 
changes due to (1) inter-sectoral factors and (2) intra-sectoral fac¬ 
tors. The need for this distinction is emphasized by the result ob¬ 
tained for India, tlrat 85^ of the changes in the size distribution 
may be assigned to inter-sectoral factors, and only 15^ to intra-sec¬ 
toral factors. Since the inter-sectoral factors are significantly in¬ 
fluenced by changes in the industrial distribution of income and 
labor force, our result points out a relation between economic 
grov^'th and tlic size distribution which quite often is overlooked in 
studies of the size distribution. 

The results obtained in this paper support several cross-section re¬ 
sults of Professor Kuznets. In particular some of these are; (a) in¬ 
ter-sectoral inequality in the economic structure widened with eco¬ 
nomic growth, (b) the inequality in the size distribution of India 
widened, (c) the level of inequality in India is higher than in any of 
the eight developed countries considered. Rev. Income ir Wealth, 
June i967, 13(2). pp, 155-74 (English). Harvai'd University 

Thompson, G. E. On Varying the Constants in a Linear Programming 

iModeJ of the Firm. 

An investigation is made of optimal output in the firm under a lin¬ 
ear programming formulation and its relationship to the formulation 
under traditional analysis. Major attention is given to an examina¬ 
tion of the effect upon an optimal prograjn and its value of varying 
constants in the linear programming formulation. 

In the usual linear programming problem the constants represent 
such things as (a) fixed capacities or availabilities of factors of pro¬ 
duction, (b) constant unit variable costs, unit revenues, or unit prof¬ 
its, and (c) constant rates of utilization of each factor capacity per 
unit of product output. 

For purposes of exposition, the graphical solution to a two-vari¬ 
able problem is viewed in two ways. First, in the usual linear pro¬ 
gramming representation the choice variables, Xi and Xj, represent 
levels of Process 1 and Process 2, respectively. Output of a single 
product can be produced by either of the tsvo processes or combina¬ 
tions of the processes, but the processes difl'er in the rates of utiliza¬ 
tion of factor capacities. The problem is viewed as one of choosing a 



Subjects 417 

combination of processes which maximizes total profit subject to the 
restriction that the program does not require more of the fixed fac¬ 
tors than is available. 

In the second graphical solution of the same problem attention is 
focused upon the process rays and graphs of relevant isoproduct and 
isoprofit values. Optimal output and combination of processes are 
observed in terms of the traditional approach. 

The constants are varied individually in the numerical problem 
and both graphical solutions shown for each parameter change. The 
effect upon optimal output, combination of processes, and profit are 
observed. The parameter variation generates useful data such as 
marginal revenue product functions, product supply and factor de¬ 
mand functions, and the effect upon optimal output and profit of a 
technological change. Am. Econ. Rev., June 1968, 58(3), English. 
University of Nebraska, USA 


Tice, H. S. Depreciation, Obsolescence, and the Measurement of the 
Aggregate Capital Stock of the United States, 1900-1962. 

Tliis paper is concerned with the sensitivity of estimates of the 
aggregate capital stock of the United States to the statistician’s 
choice of depreciation method. The usual depreciation charge can 
be shown to include allowances both for physical deterioration and 
for obsolescence. If one interprets the gross stock as the stock of sur¬ 
viving assets, then the various net stocks defined by depreciation ac¬ 
counting may be interpreted as a revaluation of these assets by 
means of an index of embodied technical change. Estimates of the 
United States capital stock were generated under eight sets of as¬ 
sumptions. ITicse estimates are compared with respect to level, 
trend, and implications for other aggregate statistical indicators. Tlie 
conclusion is reached that the assumptions which define a countT_j's 
stock of tangible capital are of considerably greater importance than 
has often been supposed. Rev. Income and Wealth, June 1967, 
13(2), pp. 119-54 (English). Mount Holyoke College. 

Tice, H. S. Report of a Conference on the Proposals for Revision of 
the United Nations System of National Accounts. 

’This report summarizes the proceedings of a series of meetings 
called by the Conference on Research in Income and W'ealth of the 
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National Bureau of Economic Research in June of 1966. The major 
conclusions of the conference, as transmitted to the Statistical Office 
of the United Nations, were as follows: (1) The aim of integrating 
the various parts of the system of national accounts, including in¬ 
put-output and financial transactions, is to be welcomed. (2) The 
more recently dev'eloped parts of the system need considerably more 
work to reach the same level of clarity and usefulness which the na¬ 
tional income and product accounts have acquired. (3) Some sim¬ 
plification of the proposed basic system should be considered, in¬ 
volving the identification of a minimum of information that .should 
and could be provided by all countries. (4) In line with the confer¬ 
ence’s overriding interest in national accounts as an instrument for 
economic analysis and a means of more informed policy formation, 
the proposed system needs considerable strengthening in the field of 
income distribution. Rev. Income 6- Wealth, March 1967, J3(l), pp. 
36 (English). Mt. Holyoke College 


UiAO, H. AND Kinosiiita, S, a Simulation Experiment for Growth 

with a Long-TeiTn Model of Japan. 

In this paper a log-linear model of the Japanese economy, 
1920-1961 is presented for growth analysis. For building a long-term 
model of Japan, a hncar logarithmic system of equations is suggested 
for the following reasons: 

First, the Japanese economy has grown steadily and will grow for 
some time to come. 

Second, when the equations are written in logarithmic variables, 
scale changes in the basic units of measurement have no essential 
effect on the log-linear system and elasticity coefficients are easily 
obtained; therefore, the log-linear system is convenient for the mea¬ 
surement of impact multipliers, which are represented as elasticity 
coefficients of the reduced forms. 

Third, in the log-linear form, the problem of hetcroscedasticity of 
disturbances may be avoided. 

The model consists of three major sectors, i.e., (1) agriculture and 
fisheries, (2) textiles, and (3) metals and machinery. I’crtiary indus¬ 
try is excluded from the system, but income accruing from economic 
activity in the tertiary industry is included as income derived from 
phy.sical production in the model. 

The long-term model is estimated by the method of two-stage 
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least squares from samples of 27 observations for the period 1920-61, 
excluding 1937-51. It provides a satisfactory explanation of the gen¬ 
eral drift in production demand and price of Japan’s commodity, i.e., 
is effecive in explaining the growth of the Japanese economy. 

Finally, the reduced form of the model is applied to an ex ante 
simple extrapolation to 1963-70 and to an ex ante extrapolation to 
1963-68 as a programme for growth, by use of the so-called final 
method. Inlernat. Econ. Rev., Feb. 1968, .9(1), pp. 14-48 (English). 


VAN DE Panne, C. and Wiiinston, A. An Alternative Interpretation 
of the Primal-Dual Method and Some Related Parametric Methods. 

The paper studies several methods of solving linear programming 
problems. The primal-dual method is first considered and it is shown 
that this method is equivalent to the application of a parametric 
programming procedure applied to a problem which is augmented 
wnth artificial variables. The equivalence of the two methods which 
is considered in some detail, is illustrated by a .simple example. 

Tlie parametric problem concerned is one with a parametric ob¬ 
jective function. Its dual problem has a parametric right-hand side; 
this problem may be solved parametrically. Any problem which has 
an initial feasible solution can be treated in the same manner. The 
resulting method may be called the dual equivalent of the primal- 
dual method, and is closely related to the linear programming var¬ 
iant of Houthkkaer’s capacity method in its simplicial formulation. 
The latter method, suitably extended, is showm to be equivalent to 
Dantzig’s self-dual parametric method. Inlernat. Econ. Rev., Feb. 
1968, 9(1), pp. 87-99 (English). 

ViNSKi, I. The Distribution of Yugoslavi.a’s National Income by Social 
Classes in 1938. 

This paper presents the results of an investigation of the distribu¬ 
tion of Yugoslavia’s national income by social classes in 1938. The 
population in mid-1938 w'as apportioned among social classes as fol¬ 
lows: proletariat 31.6 per cent, middle classes 59.2 per cent, bour¬ 
geoisie 5.3 per cent, 0.9 per cent unallocated. About three quarters 
of tlie population w'as rural. Tlie proletariat amounted to 5.2 million 
per.sons, of which 3 million were peasants living on dwarf holdings 
and 2.2 million were rural and urban wage earners. Unemployment 
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National Bureau of Economic Research in [une of 1966. The mafor 
conclusions of the conference, as transmitted to the Statistical Office 
of the United Nations, were as follows; (1) The aim of integrating 
the various parts of the system of national accounts, including in¬ 
put-output and financial transactions, is to be welcomed. (2) The 
more recently developed parts of the system need considerably more 
worh to reach the same level of clarity and usefulness which the na¬ 
tional income and product accounts have acquired. (3) Some sim¬ 
plification of the proposed basic system should be considered, in¬ 
volving the identification of a minimum of information that should 
and could be provided by all countries. (4) In line with the confer¬ 
ence’s overriding interest in national accounts as an instrument for 
economic analysis and a means of more informed policy formation, 
the proposed system needs considerable strengthening in the field of 
income distribution. Rev. Income 6- Wealth, March 1967, J3(l), pp. 
.36 (English). Mt. Holyoke College 


Ui'NO, II. AND Kinoshita, S. A Simulation Experiment for Growth 

with a Long-Term Model of Japan. 

In this paper a log-linear model of the Japanese economy, 
1920-1961 is presented for growth analysis. I'or building a long-term 
model of Japan, a linear logarithmic system of equations is suggested 
for the follovs ing reasons: 

First, the Japanese economy has grown steadily and will grow for 
some time to come. 

Second, when the equations are written in logarithmic variables, 
scale changes in the basic units of measurement have no essential 
effect on the log-linear system and elasticity coefficients arc easily 
obtained, therefore, the log-linear system is convenient for the mea¬ 
surement of impact multipliers, which are represented as elasticity 
coefficients of the reduced forms. 

Third, in the log-linear form, the problem of hcteroscedasticity of 
disturbances may be avoided. 

The model consists of throe major sectors, i.c., (1) agriculture and 
fi.sheries, (2) textiles, and (3) metals and machinery. Tertiary indus¬ 
try is excluded from the system, but income accruing from economic 
activity in the tertiary industry is included as income derived from 
physical production in the model. 

The long-term model is estimated by the method of two-stage 
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least squares from samples of 27 observations for the period 1920-61, 
excluding 1937-51. It provides a satisfactory explanation of the gen¬ 
eral drift in production demand tand price of Japan’s commodity, i.e., 
is effecive in explaining the growth of the Japanese economy. 

Finally, the reduced form of the model is applied to an ex ante 
simple extrapolation to 1963-70 and to an ex ante extrapolation to 
1963-68 as a programme for growth, by use of the so-called final 
method. Internat. Eron. Rev., Feb. 1968, 9(1), pp. 14-48 (English). 


VAN DE Panne, C. and Whinston, A. An Alternative Interpretation 
of the Primal-Dual Method and Some Related Parametric Methods. 

The paper studies several methods of solving linear programming 
problems. The primal-dual method is first considered and it is shown 
that this method is equivalent to the application of a parametric 
programming procedure applied to a problem which is augmented 
with artificial variables. The equivalence of the two methods which 
is considered in some detail, is illustrated by a simple example. 

Tlic parametric problem concerned is one with a parametric ob¬ 
jective function. Its dual problem has a parametric right-hand side; 
this problem may be solved parametrically. Any problem which h.as 
an initial feasible solution can be treated in the same manner. The 
resulting method may be called the dual equivalent of the primal- 
dual method, and is closely related to the linear jjrogramming var¬ 
iant of Houthkkaer’s capacity method in its simplicial formulation. 
The latter method, suitably extended, is shown to be equivalent to 
Dantzig’s self-dual parametric method. Internat. Econ. Rev., Feb. 
1968, 9(1), pp. 87-99 (English). 

ViNSKi, 1. The Distribution of Yugoslavia’s National Income by Social 
Classes in 1938. 

'This paper presents the results of an investigation of the distribu¬ 
tion of Yugoslavia’s national income by social classes in 1938. The 
population in mid-1938 was apportioned among social classes as fol¬ 
lows: proletariat 34.6 per cent, middle classes 59.2 per cent, bour¬ 
geoisie 5.3 per cent, 0.9 per cent unallocated. About three quarters 
of the population was rural. The proletariat amounted to 5.2 million 
persons, of which 3 million were peasants living on dwarf holdings 
and 2.2 million were rural and urban wage earners. Unemployment 
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in the non-agricnltural sector was 10 per cent; if the agricultural sec¬ 
tor is added, overall un- and under-employment amounted to 31 per 
cent. 'Hie bourgeoisie consisted of 0.8 million persons, of which 
two-fifths were rich peasants. Of the 9 million persons in the middle 
classes, 7 million were peasants with small and medium holdings. 
The renjainder were mainly minor entrepreneurs in the non-agricul- 
tural .sector. The proletariat accounted for 35 per cent of total popu¬ 
lation but only 18 per cent of aggregate income, whereas the bour¬ 
geoisie with 5 per cent of the population received 26 per cent of 
aggregate income. The distribution of income among the various 
gronp.s of the non-agricnltural population was more unequal than 
among the groups of the agricultural population. Estimates are pre¬ 
sented of the distribution of income by various tyjies and sources, 
for agricultural and non-agricultural population, together with in¬ 
come per capita, average earnings per employed worker, labor pro¬ 
ductivity, and capital intensity, the last by industrial branches as 
well as social classes. Rev. Income ir Wealth, Sept. 1967, 13(3), pp. 
259 ff (English). Institute of Economics, Zagreb, Yugoslavia 


Wallis, K. F. Lagged Dependent Variables and Serially Correlated 

Errors: A Reappraisal of Three-Pass Least Squares. 

This paper is concerned w’ith estimation of the coefficients of a 
regression equation which contains the lagged dependent variable 
and whose error terms are serially correlated. Such a model occurs 
in the economic literature as the “stock adjustment,” “partial adjust¬ 
ment,” or ‘flexible accelerator' model. 

Recently, a method of estimation called “three-pass least squares” 
has been proposed for .such models. However, this method does not 
in general given consistent estimators. Its main support is the results 
of some Monte Carlo experiments, in which the new method was 
compared with ordinary least squares. In this paper a number of 
suggestions for treating serially correlated errors or lagged endoge¬ 
nous variables which are to be found in the literature are brought 
together to give a more realistic alternative procedure against which 
to test three-pass least squares. 

'The alternative procedure is a two-stage method. The first stage is 
an application of the instrumental variable method, using the lagged 
exogenous variable as an instnimental variable for the lagged en¬ 
dogenous variable. From the residuals of this regression, the first 
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order serial correlation coefficient is calculated, with a correction for 
small-sample bias. The second stage is Aitken’s generalized least 
squares, using this estimate of the serial correlation of the error 
terms. 

The results of the Monte Carlo experiments in which three-pass 
least squares was compared with the alternative procedure are pre¬ 
sented in the paper. Tlrese show the general superiority in mean ab¬ 
solute error of the alternative procedure. In the special case in 
which three-pass least squares estimates are consistent, the (consis¬ 
tent) alternative procedure turned out to be more efficient. Tire 
asymptotic covariance matrix of this estimator is given in an appen¬ 
dix. Rev. Econ. Stat., Nov. 1967, 49(4), English. London School of 
Economics, England 


Was.serman, G. The French Regional Accounting Framework; An 

Alternative to the Keynesian Approach. 

The regional income and product accounting system with which 
English-speaking economists arc most familiar, although not univer¬ 
sally satisfied, is that based on the System of National Accounts 
(SNA) published by the United Nations; namely, that recently de¬ 
veloped and published in France. 

The author begins by setting out w'hat he considers to be the two 
most important requirements of a useful set of regional income and 
product accounts: (1) complete consistency with the accounts com¬ 
piled for the country as a whole (thus permitting cross-checking and 
comparability) and (2) the ability to reflect the peculiar character¬ 
istics of a regional economy. These are defined as openness and de¬ 
pendence or, translated into the problems facing the regional ac¬ 
countant, (i) the importance for the regional economy of interre¬ 
gional transactions and the difficulties of data collection associated 
with them and (ii) the existence of large and important non-regional 
or interregional institutions. 

The French regional accounting system is based firmly on the 
unique national accounting framework developed in that country— 
thus satisfying the first of the requirements outlined above—and be¬ 
fore introducing the regional system the author briefly explains the 
main features of the national framework. The former is then ex¬ 
amined in some detail, particular attention being paid to the treat¬ 
ment of interregional transactions and institutions. 



422 Journal of Economic Abstracts 

In the last part of the paper, a regional accounting framework 
based on SNA is considered and it is shoun why such a framework 
cannot fulfil the dual requirements for useful regional accounts. 
Among the reasons are SNA’s excessive aggregativencss and its de¬ 
pendence on the principle of articulation. In view of the growing 
iinport.'incc of regional problems and regional plannig, the author 
recommends that SNA be revised to overcome this serious shortcom- 
ing. 

The sources, methods and results of the French regional accounts 
lor 1962 are examined in an appendix. Bull. Oxford Univ. Inst. 
Econ. ir Stat, Nov. 1967, 29(4), pp. 311-51 (English). 


Wljl, Jr., R. L. The Gcnerali/ed von Neumann Model and Interna¬ 
tional Comparisons of Productivity. 

A set of models for a new kind of international economic produc¬ 
tivity analysis is presented. The generalised von Neumann model is 
sliown to be applicable to international economic analysis and exten¬ 
sions of the model are proposed to cope with the problems raised by 
a straightforward application. Prototypical calculations are .shown 
for the United Slates and Japan. 

The correct application of the von Neumann model to interna¬ 
tional analysis would yield .some notion of the economic capability 
of a group of countries interacting under conditions of relatively 
free trade. 

Traditional comparative-advantage theory assumes the equivalent 
of no joint production in the .activities in the economy. By compar¬ 
ing ratios of various inputs for producing a single output, each coun¬ 
try can deterinine the goods in which it has a comparative advan¬ 
tage. Such analysis becomes more diflicult when joint production is 
allowed. It is shown here that the von Ncum.ann model is an ap¬ 
propriate device for analyzing models with joint production and 
more than one activity for producing each good. Tire models show 
how each country can ascertain which processes it should use for 
optimal long-run growth, four. Pol. Econ., Oct. 1967, 75(5), pp. 
696-705 (English). University of Chicago 

Auves, J. Progress toward uniformity in balance of payments presentation. Inter- 

nat. Mon. 1’ und Sl.iff P.apcr.s, Nov. 1967, pp. 541-70. 

Arn.wdo, a. a. Analisis cspectral de los precios mayoristas en Argentina. Rev. 

Econ. y Estad., 1907, J 2 (1-2), pp. 17-54. 
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Bergson, A. Market Socialism Kevisited. 

This essay reexamines theoretically the question of the economic 
efficiency of socialism of a sort where decision-making on inputs and 
outputs of production units generally is decentralized, and use is 
made of prices and other financial instruments by superior agencies 
responsible for coordination and direction. Such "market socialism” 
has been elaborated analytically in diverse variants. Attention is fo¬ 
cused especially on the competitive solution, as envisaged chiefly by 
Oskar Lange, but other interesting forms of market socialism that 
have been or might be advocated arc also considered. One of these 
is the cooperative variant which has been discussed chiefly by Ben¬ 
jamin Ward. The essay might be viewed as a sequel to Abram Berg¬ 
son, "Socialist Economics,” in Howard Ellis, editor, A Survey of 
Contemporary Economics, Philadelphia, Pa., 1948. Jour. Pol. Econ., 
Oct. 1967, 75(5), pp. 655-76 (English). Harvard University 

Knight, F. H. Laissez-faire, Pro and Con. 

This mainly critical article sketches the history of the doctrine 
named in the title—freedom of economic life from political control. 
It stems from Adam Smith’s Wealth of Elations, of 1776. Economic 
freedom presupposes political and mental liberty, and the book was 
typical of the Enlightenment, which climaxed post-medieval revolu¬ 
tionary centuries that founded modem values. The basic mental 
freedom followed the Renaissance triumph of science over dogma, 
as new states broke the church power. The medieval order, based on 
priestly absolutism, enforced conformity and obedience, an ideal re¬ 
placed by its opposite—reason, freedom and progress. Law and au¬ 
thority had been held divine, hence immutable; but freedom roots in 
a people’s right to choose agents and make law at will—which limits 
its scope to that of general agreement. Smith's masterpiece urged re¬ 
liance on self-interest—against “mercantilist folly”—but did not argue 
from either modern economics or democratic principles. His cause 
won out, but led to a reaction which still continues. It soon pro¬ 
duced socialisms, especially the Marxist authoritarian brand; which 
after the early 1870s the political-economy founded by Smith gave 
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^\ace to objective analysis of maximizing conditions, grounded m, 
ili^vSJiCC of Marxism, notably the Russian dictator- 

1 writers to rend hissez-faire plicy Mo economic 
ship, moved sonic • anarchism. The later 

iie ^h,„r,lity of this. OS ex^unMJnJ «.0 
book, oi the Jfmh-Jhnok's T/tc Colutiiution of Liberty and Haz- 
liit's The Foundations of Morality. Jour. Pol. Econ., Dec. 1967, 
73(6). pp. 7S2-95 (English). University of Chicago 
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Nayi,oh, T. II., Brnmioc, D. S. and Sasser, W. E. Computer Simu¬ 
lation Experiments with Economic Systems: The Problem of 

E.xperimental Design. 

In a computer simulation experiment, as in any experiment, care¬ 
ful thought should be given to the problem of experimental design. 
Although a number of researchers have considered the need to uti¬ 
lize experimental design techniques with computer simulation exjier- 
iments and have noted the extensive literature on the subject of ex¬ 
perimental design, econometricians have had little or nothing to say 
about the problem of designing computer simulation experiments 
with modcl.s of economic systems. For the most part, the existing ex¬ 
perimental design literature is concerned with the problems and 
techniques of designing real world experiments, whereas computer 
.simulation experiments arc in effect experiments on a mathematical 
model. 

With the aid of an example model, this paper attempts to show 
the relationship belween existing exjaerimental design and data anal¬ 
ysis techniques and the design of computer simulation experiments 
with models of economic systems. Factorial designs and response 
surface designs are described and related to simulation experiments. 
Several special cases of the analysis of variance are considered and 
related to our example model. Tliese data analysis techniques in¬ 
clude the F-test, multiple comparison procedures, multiple ranking 
techniques, and spectral analysis. Sequential methods, incorporating 
considerations of design and analysis, are also discussed. In the dis¬ 
cussion of specific techniques, emphasis will be given to a descrip¬ 
tion of the basic nature of the techniques and the situations or prob¬ 
lems in wlaich they can be usefully apphed. With this information, 
the reader should then be able to recognize some of the situations in 
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which an existing technique would be helpful to him in designing 
simulation experiments. In addition, several experimental design 
problems are discussed. Jour. Am. Stat. Assoc., Dec. 1967, 62(320), 
English. Duke University, USA 

Normann, C. N. Liberman, Russian Prophet 

The Russian practice of prescribing production targets in terms of 
specific measures for firms and industries disregards the basic laws 
of supply and demand. The fulfillment of the planned targets has be¬ 
come a prime objective for the manager of a firm, but this rarely 
coincides with the objective of the economy which is the production, 
distribution and allocation of goods in accordance with relative scar¬ 
cities. Tile humorous and frustrating results might be the production 
of five million raincoats in accord with plan fulfillment, but all of one 
size. 

National dissatisfaction was observed and an.swered by many 
leading Russian economists, the foremost being Yevsei Liberman. 
They recommended that firms be operated on a “profit” basis to pro¬ 
vide incentive to the managers and workers. The “profit” incentisc 
plan when fulfilled by the firm was compatible witli the objectives of 
the economy and did not have the inverse economic effect that the 
“Marxist” incentive plans produced. Commencing from 1959 to the 
present the Russian economic system lias adopted a foim of profit, 
rent and interest rates, but it is claimed that tliese practices are dif¬ 
ferent from the concepts of capitalism. The Soviets are also starting 
to use some aspects of a market economy to construct a crude sup¬ 
ply and demand pattern for resource allocation. Whatever the Rus¬ 
sians call their new-found practices two things are certain. Tliey 
represent a traumatic conceptual break with previous Marxist-Stalin- 
ist philosophy. Secondly, no matter how imperccptable, a move has 
occurred closer to tlic western economic doctrines. Recognizing that 
capitalistic “rugged individualism” has been replaced by socialisti- 
cally inclined “New Deal,” “Fair Deal,” “New Frontier" and the 
“Great Society,” “cradle to grave,” philosophies indicates that the 
ideological abyss separating the U.S. from the U.S.S.R. has decreased. 
Perhaps the first stone of the bridge from the Communist side has 
been laid by Liberman. Am. Economist, Fall 1967, JJ(2), pp. 22-33 
(English). New York Stock Exchange 



M Jowrud of Eeoiimie Aktmcfs 
SlfltK, I. fluf Econimy: Cm Pbaabg SimeedP (trc. 

grarnttiazione detlo sviluppo 0 stabSitd). 

Stone s article is an inboduction to the problem of controlling the 
stability of an economic system. 

The problem is discussed with reference to a simple macroeco¬ 
nomic model, its stability conditions are obtained in terms of values 
of the cocfBcicnts, and particularly of the speed of supply adjust¬ 
ment in response to demand. 

The model is tlien extended, introducing a control function, and 
defining new stability conditions in terms of reserve levels. Stone 
concludes showing the importance of the problem for contemporary 
economics, and pointing to the progresses to be made in this respect, 
making use of the engineer's approach to the theory of system con¬ 
trol. L'industria, July-Scpt., 1967, (3), pp. 350-71, (Italian). 


Tobin, J. The Intellectual Revolution in U.S. Economic Policy 
Making (La rivoluzione intellettuale in fatto di politica economica 
negli Stati IJniti). 

Since 1960 a revolution has occunecl in the inlellecliial basis of 
macro-economic policy-making in the United States. iTie view of the 
economic mechanism commonly accepted by busines.smcn is pro¬ 
found]}' changed. The revolution the Author is discussing is in large 
part the triumph of Keynesian ideas m the United States. This revolu¬ 
tion did not just happen but was helped along by the economists as¬ 
sociated with the Kennedy and Johnson Administrations, and in par¬ 
ticular by the President’s Council of Economic Advisers, on which 
the Author served in 1961-’62. The Council successfully changed the 
terms of di.scussion about the economy in Washington and in the na¬ 
tion. The revolution in public economic thinking is as remarkable as 
the reversal in the economic situation itself. L’industria, July-Sept., 
1967, (3), pp. 330-49, (Italian). 

Bajt, a. Decentralized decision-making structure in the Yugoslav economy. 

Econ. of Planning, 1967, 7(1), pp. 73-85. 

Bt.NAHr), J. L’ex^cution du 4“ plan. Rev. d’Econ Pol, Scpt.-Oct. 1967, pp. 
570-607. 

Bebgso.v, a , Moniias, j. M. and Smituics, A Those Economic Reforms Be¬ 
hind the Iron Curtain. Challenge, May-June 1967, pp. 18-23. 

Csikos-Nacy, B. Wirtschaftsreformcn in den Landcrn des Rates fur gegenseit- 
ige Wirtschaftshilfe im Spiegel ungarischer Diskussionen. SchmoUers Jahrb., 
1967, 87(3), pp. 293-326. 
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Domingo, C. and Vabsavsky, O. Un model© matem4tico de la Utopia de 
More. (Witli English summary.) Desarrollo Econ., July-Sept. 1967, pp, 3-36. 

Faminski, J. Motivering en betekenis van de economische ^ervorming in de 
Sowjet-Unie. De Economist, Sept.-Oct. 1967, pp. 636-50. 

Friedmann, J. Regional planning and nation-Duilding; an agenda for inter¬ 
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JcFri : iisoN , C. W., Sams, K. I. and Swann, D. The Control of Incomes 
and Pric'fs in the United Kingdom 1964-1967—Policy and Ex¬ 
perience. 

Tlie economic policies of governments are fashioned not only by 
the needs of the economic situation but also witli a view to the polit¬ 
ical circumstances and consequences of such policies. When the La¬ 
bour Government was elected to power in October 1964 it inhciited 
from its Conservative predecessors a large balance of payments defi¬ 
cit and strong external pressure against Sterling. The Government, 
shunning devaluation, chose to support the pound by borrowing 
abroad and [ilaced its faith in a policy for the control of pi ices and 
incomes to bring the economy under conhol. 

This paper ex<unines the developments in the policy for the con¬ 
trol of prices and incomes against a background of industrial rela¬ 
tions and the political and economic forces at work. The voluntary 
and compulsory appioaches are examined in turn and their effec¬ 
tiveness is measured using an eoonometiie analysis distinguishing 
tlie effects of income and price control from other deflationary influ¬ 
ences. Comparison is made with previous post war attempts to con¬ 
trol prices and incomes and the circumstances and the measures of 
success w'hich attended them are considered. 

dliroughout the period government tliinking on how to bring the 
economy under control underwent a reversal. From supporting a full 
employment policy combined with prices and incomes control and 
condemning a Paishian deflationary policy it changed to an accep¬ 
tance of the principle of less than full employment in the economy. 

The implication which emerges from this study is tlrat trying to 
correct the U.K. external competitive position by acting on the inter¬ 
nal price level can be a costly and long drawn out approach. Tliere 
is consideration of devaluation as a method of achieving, at one 
stroke, what was being attempted by the laborious process of defla¬ 
tion and specific controls. Canadian Jour. Ecan., May 1968, 1(2), 
English. The Queen’s University of Belfast and Loughborough Uni¬ 
versity of Technology, UK 
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Jorgenson, D. W. and Stephenson, J. A. Investment Behavior in 
U.S. Manufacturing, 1947-60. 

The purpose of this paper is to test a theory of investment behav¬ 
ior based on the neoclassical theory of optimal capital accumula¬ 
tion, Our theory of investment behavior consists of three parts. The 
first part is a demand for capital services. The second part is a 
theory of replacement investment. The drird part is the relationship 
between changes in demand for capital services and actual invest¬ 
ment expenditures. The complete theory may be characterized as a 
distributed lag function in net investment and changes in the de¬ 
mand for capital services. To estimate the unknown parameters of 
this distributed lag function, we utilize an econometric technique 
that takes account of the time pattern of the relationship between 
determinants of investment and actual expenditures. 

Investment functions based on our theory of investment behavior 
are fitted to data for fifteen sub-industries of manufacturing in the 
United States for the period 1947-60 and groupings of these indus¬ 
tries into total durables, total nondurables, and total manufacturing. 
The results of previous tests of the theory of investment behavior 
generally support the theory. Investment functions for the fifteen 
sub-industries are comparable in goodness of fit and absence of au¬ 
tocorrelation of errors to the investment functions for all of manu¬ 
facturing and for total durable and total nondurable manufacturing 
presented previously. In view of the wide range of patterns of in¬ 
vestment behavior provided by the sub-industries of manufacturing, 
these results provide much more substantial support for the theory 
of investment behavior than previous results. Tests for the presence 
of errors of aggregation result in the rejection of the null hypothesis 
of no errors of aggregation at all levels of aggregation. 

We conclude that the neoclassical theory of optimal capital accu¬ 
mulation as a basis for the theory of investment behavior is strongly 
supported by the evidence, but that the use of aggregates of the 
sub-industries of manufacturing results in substantial errors of 
aggregation. The empirical results provide new evidence on the un¬ 
derlying determinants of investment expenditures. The relationship 
between investment and its underlying determinants is of critical 
importance in the appraisal of alternative policies for economic sta¬ 
bilization. Our results suggest that policy instruments that affect the 
tax structure for business income and the cost of capital play an im- 
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nortM roh In the determination of investment er^dlturea. £. 
nametrica, Apr. 1967, 35(2), pp. 169-220, (English) University . 

California, Berkeley, and Iowa State University 

Rhombekg, Pt. R. Transmission of Business Fluctuations from De¬ 
veloped to Developing Countries. 

This .study attempts to assess the eflFects of short-term economic 
fluctuations in developed countries as a group on the balance of 
payments of developing countries as a group. Two channels of trans¬ 
mission of business fluctuations are considered—the influence of 
changes in import demand in the developed countries on export 
earnings of developing countries and the influence through induced 
changes in private capital flows to developing countries. The ele¬ 
ments in the analysis are gathered into a small model from which 
changes in exports of the developed to the developing countries can 
be computed, based on knowledge about economic fluctuations in 
the developed countries, and these computed results can be com¬ 
pared with observed changes. 

In evaluating the findings of this study, it must be remembered 
that the global approach chosen tends to conceal the impact of busi¬ 
ness fluctuations in certain developed countries on the economies of 
particular developing countries. So limited, the findings can be sum¬ 
marized as follows: (1) Economic fluctuations in the developed 
countries as a group during the postwar period were mild and dis- 
synchronous. (2) Export earnings of developing countries were not 
more severely affected by short-term economic fluctuations in the 
developed countries than the export earnings of the developed coun¬ 
tries. (3) with a lag of about one year, economic fluctuations in de¬ 
veloped countries seem to have an effect (of undetermined magni¬ 
tude) on the net capital flow from developed to developing coun¬ 
tries. (4) Developing countries’ imports appear to adjust to changes 
in foreign exchange receipts from exports and capital inflows partly 
simultaneously and partly with a lag. (5) The repercussions of 
short-term business fluctuations in developed countries on their own 
exports to developing countries have been lagged and diffused over 
a number of years, so that business declines in developed countries 
have not been reinforced by simultaneous declines in these exports; 
the response mechanism of developing covmtries has generally 
played a stabilizing role in the world economy. Internat. Mon. Fund 
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Staff Papers, March 1968, 15(1), pp. 1-29 (English—svimmaries in 
French & Spanish). International Monetary Fund 

DtiMONTiER, J. Le retoumement de I’annie 1966; ses aspects et ses causes. 
Rev. d’Econ. Pol., S^t.-Oct. 1967, pp. 553-69. 

Gainsbrugh, M. R. The emerging business outlook-1968. Univ. Wash. Bus. 
Rev., autumn 1967 suppl., pp. 5-12. 

Penneh, R. G. On the desirability of discretionary policy. Tour. Pol. Econ , 
Oct. 1967, pp. 743-49. r r- r J 

Ross, A. C. Understanding the Philippine inflation. Philippine Econ. Tour., 
1966, 5(2), pp. 228-59. 

Recent price developments. Fed. Res. Bull., Nov. 1967, pp. 1855-66. 



Money, Credit, and Banking; Monetary Policy; Consumer 
Finance^ Mortgage Credit 

Aio.ner, D. J. and SrnENKLE, C. M. A Simple Model of Information 
and Lending Bcliavior. 

Tliis paper develops a model of optimal short-nm lending behav¬ 
ior with information as a variable input for the lending firm, and ex¬ 
plores some of the implieations of the model for theories of credit 
rationing, lender specialization, and the numerous problems in¬ 
volved in defining the nature and extent of financial markets. 

A model is first presented in which the interest rate on a loan is 
set at some "customary” level and the lender maximizes expected 
profit with rc'speet to loan size and the amount of information to be 
obtained. Central to the model is the concept of an “information 
binction" which relates estimated risk (as measured by default risk) 
to the amount of information obtained and to loan size. The effects 
of such variables as the stock of information on hand, the cost of 
obtaining additional information, and the cost of funds to the lender 
are analyzed through the use of comparative staties. The usefulness 
of this model is limited to eases in whieh the lender operates in a 
perfectly competitive market, for example, to the case of open mar¬ 
ket buying. 

In order to examine imperfectly competitive loan markets, a sec¬ 
ond model is presented in which the interest rate charged is a vari¬ 
able to be optimized jointly with loan size and amount of informa¬ 
tion to be obtained. Along with the “information function”, a new 
function is constructed which relates probability of acceptance by 
the borrower to the rate of interest offered. Comparative static be¬ 
havior is again analyz.ed. Some of the results of the model include 
rationales for non-price credit rationing and for price discrimination, 
an explanation of lender specialization, and a better understanding 
of tire dimensions of competition in lending markets. Jour. Finance, 
March 1968, 23(1), English. University of Wisconsin and University 
of Illinois 

Balling, M. Estimates of Changes in the Structure of Claims in 
Denmark 1960-65. 


The aim is to present estimates of recent changes in portfolios of 
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selected sectors of the Danish economy. The article also discusses 
problems related to a theoretical interpretation of the numerical in¬ 
formation on the Danish financial development. 

Part of the empirical material on the Danish capital market is of a 
pretty good standard, but it is only by accepting rather rough esti¬ 
mates, especially for the non-bank sectors, that one is able to study 
the pattern of intersectoral financial relations. 

The economy is divided into five sectors; government, commercial 
banks, other intermediaries, households and firms, and the foreign 
sector. There are three types of claims: Cash, bonds, and direct 
lending. The data are presented in square claims-matrices for tlie 
beginning of 1960 and 1965 respectively. 

There have been considerable changes in the structure of claims 
in Denmark 1960-65. The changes are partly explained by differ¬ 
ences between saving and investment in the individual sectors. 
There has been a savings surplus in the Government sector as a 
consequence of a fiscal policy intended to limit private spending. 
There has also been a surjrlus in the intermediaries and in the for¬ 
eign sector, which is the counterpart of a considerable deficit on the 
current accounts of the balance of payments. The private business 
firms have had a growing savings deficit. 

The structure of claims is affected too when a sector borrows to 
acquire claims. This type of action is particularly relevant in the 
monetary and non-monetary intennediarics, which have expanded 
strongly in the period considered. 

Unfortunately the material is too poor to give an impression of 
the behaviour functions of the five sectors. The justification of the 
claims-matrices is presumably their ability to give a general view of 
the intersectoral financial relations. Natiomipkon. 7'i(h., 1967, 105 
(3-4), pp. 167-83 (Danish). The Graduate School of Business Admin¬ 
istration, Aarhus, Denmark 


Bohler, E. Central Bank Policy and Scarce Liquidity; Final Re¬ 
marks. (llliquiditdt und Notenbankpolitik). 

As agreed these final remarks should show the agreements and the 
differences between Pohl and myself. 

The points of agreement may be summed up as follows: (1) Both 
see the fundamental importance of the “consolidation gap” for the 
induction of recessions. (2) We agree tliat enhanced liquidity has 
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the tendency (to rny mind not the exact result) of lowering the rates 
of interest and that easy money policy ameliorates liquidity. (3) 
Credit expansion promotes the expansion of the economy, if not hin¬ 
dered by contrary factors. 

The diflerences relate to the following points; (1) Mr. Pohl con¬ 
founds model statements with statements of real facts. The former 
only are univocal or “exact.” Empirical relations are not strict, they 
vary with circumstances and so do the results of interventions like 
credit expansion. (2) Actions of credit expansion differ in the results 
owing to die different circumstances and to the deviation from the 
suppositions of models, 'llie chief hindrances are: consolidation 
gaps, overcapacity, structural change, saturations of demand and la¬ 
tent inflation. (3) Statements derived from national income ac¬ 
counts are model statements, corresponding to the logic of book¬ 
keeping, not to reality. They do not describe causal factors, which 
are the expectations, that is the ex ante influences, which are the 
only real ones. (4) Statements derived from national income ac- 
comits, therefore, do not eontonn with the positivistic epistemologi¬ 
cal criteria proffered by Mr. Pohl. Ex ante data arc scarce and in¬ 
complete, but they relate to reality as against the formal logic of 
bookkeeping information. KonjunkturpoL, 1967, 13(3), pp. 193-97 
(German). Eidgeriossiche Technische Hochschule, Zurich 

BnuNNEn, K. and Meltzeb, A. II. What Did We Learn from U. S. 

Monetary Experience in the Great Depression? 

One of the most intriguing questions in the history of monetary 
policy concerns the behavior of the Federal Reserve after 1929. Why 
did the Federal Reserve permit a decline of 25% in the money sup¬ 
ply, currency and demand deposits, during 1929-33? 

As has been noted frequently, the deflationary policy of the 
1929-33 contraction followed a period during which recessions were 
mild and prices were relatively stable. Tlic Federal Reserve is often 
given credit for the performance of the economy from 1922-28. Why 
was the policy that has been praised so frequently replaced by a 
policy of deflation and contraction that was so inappropriate for the 
time? 

Previous attempts to answer tliese questions have emphasized ei- 
tlier the desire of Federal Reserve officials to maintain the gold stan¬ 
dard or a dispersion of power within the Federal Reserve System 
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following the death of Benjamin Strong in 1928. We examine each of 
these contentions and find that there is very little evidence to sup¬ 
port either. 

We, then, present an alternative explanation of Federal Reserre 
action and inaction during the period and show that the alternative 
explains reasonably well both the timing of purchases and sales dur¬ 
ing the recessions of the middle ’twenties and during the depression 
starting in 1929. No special explanation of monetary policy during 
the monetary collapse of the early ’thirties appears to be necessary. 

Two main reasons for the policy actions taken during the ’twenties 
and early ’thirties and for inaction are; Adherence to a theory—the 
Burgess-Riefler theory—and the use of an inappropriate indicator of 
monetary policy—short-term market interest rates. Since the Federal 
Reserve continues to act as if the main tenets of the Burgess-Riefler 
theory are correct and continues to use short-term market interest 
rates as an indicator of monetary policy, we conclude that very little 
has been learned about monetary policy from the experience of 
1929-33. Canadian Jour. Econ., May 1968, 1(2) English. Ohio State 
University and Carncgie-Mellon University 


Bryan, W. R. and Carleton, W. T. Short-Run Adjustments of an 

Individual Bank. 

Most dynamic theories of the monetary policy mechanism, and re¬ 
serve position doctrine in particular, specify a homogeneous banking 
system response to monetary policy actions. This article argues that 
the micro models of bank behavior implicit in these monetary theo¬ 
ries remain untested and perhaps misspecified, basically because 
the macro experiment (changes in reserves leading to changes in de¬ 
posits and earning assets) is the inverse of the micro experiment 
(changes in deposits leading to changes in reserve position and 
earning assets). 

Most empirical w'ork employing reserve position concepts have es¬ 
timated macro models that assume implicitly a homogeneous bank¬ 
ing system, and in which reserve position variables enter as regres¬ 
sors and deposits or earning assets as regressands. A better under¬ 
standing of the lags and slippages in the transmission of monetary 
poheies may require a disaggregated investigation of banking be¬ 
havior. 

An experimental model of a single bank’s weekly balance sheet 
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adjustments is thus specified and estimated with the purpose of im¬ 
proving the micro foundations of the theory of monetary dynamics. 
The results tend to fortify the conclusions of other recent studies 
criticizing the use of free reserves as an indicator of monetary “ease” 
or “tightness.” Econometrica, Apr. 1967, 35(2), pp. 321-47, (En¬ 
glish). University of Illinois and Amos Tuck School of Business Ad¬ 
ministration, Dartmouth College 


Cantfrbury, E. R. a New Look at Federal Open Market Voting. 

Academic economists often attack the noneconomic tenor and 
vague nature of Federal Open Market Committee directives. But 
economists expressing frustration over FOMC decision-making 
sometimes fail to use their own model-building powers in their at¬ 
tempts to pinpoint responsibility for policy outcomes. Tliis paper at¬ 
tempts to direct attention toward formalizing a FOMC decision¬ 
making model. Rejecting the usual political science approach to the 
voting mechanism, the model’s features include the use of econo¬ 
mists’ tools and a mctliod for inti'oducing economic conditions as an 
independent variable. 

The period empirically examined is 1955 65. By identifying tu-o 
t)T.ics of economic iicrformance that coincided with two distinct 
FOMC compositions, the author breaks these years into tvs'o periods 
for analysis: 1955-59 (Period I) and 1960-65 (Period II). It is hy¬ 
pothesized in the theoretical model that the majorities dominating 
each of the tw’o periods had different value systems; they ranked 
policy goals in different orders of priority. Utility functions are spec¬ 
ified for each of the two groups. Given the utility function of an in¬ 
dividual member, the policy yielding the greatest satisfaction is de¬ 
cided by the probability assigned to inflation or recession. In turn, 
the “P” values required to tium a particular group toward anti-reces¬ 
sionary or anti-inflationary policies are solved. 

Actual dissenting votes by FOMC membeis of tlie two groups are 
tabulated for the periods and divided among those favoring tighten¬ 
ing, easing, and incleterminant. With individual exceptions, the 
model of choice would have predicted accurately the policy deci¬ 
sions of the prevailing majority. The members of the two groups 
seemed to have nearly uniform policy objectives (the Robot thesis), 
and policy outcomes svere consistent with the hypothesized prefer¬ 
ences of the majority. The experience and convictions of the major¬ 
ity remained nearly unchanged through these years, but a group 
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(the Economists) with a different average preference function in¬ 
creased its power, especially between 1962 and 1965. Western Econ. 
Jour., Dec. 1967, 6(1), pp. 25-38 (English). University of Maryland, 
USA 

Cloweb, R. a Reconsideration of the Microfoundations of Monetary 

Tlieory. 

Modem attempts by Patinkin and other writers to erect an intel¬ 
lectually satisfying theory of money and prices on Walrasian foun¬ 
dations have produced a general equilibrium theory of price and 
quantity behavior tliat is logically indistinguishable from the classi¬ 
cal theory of a barter economy. To develop a theory that is consis¬ 
tent with the most elementary facts of experience in a world where 
some commodities play a specialized role as means of payment, it is 
necessary to impose certain rather stringent restrictions on the 
choice alternatives of individual transactors—specifically, to dichoto¬ 
mize trading plans into two distinct classes: expenditure plarvi, in¬ 
volving offers to exchange accumulated cash balances for other com¬ 
modities; income plans, involving offers to exchange non-money 
commodities for money income. This paper suggests a reconstruction 
of microeconomic analysis along these lines and outlines relevant 
implications for contemporary thinking about monetary phenomena. 
Western Econ. Jour., Dec. 1967, 6(1), pp. 1-8 (English). North¬ 
western University, USA and University of Essex, UK 


Cohen, J. Integrating the Real and Financial Via the Linkage of 

Financial Flow. 

It is the purpose of the paper to propose financial flow as an alter¬ 
native linkage to interest rates in integrating expenditure theory and 
finance. The paper argues that the interest rate variable in expendi¬ 
ture functions is an impel feet proxy for financial flows since the 
amount of external finance and the interest rate lack any precise re¬ 
lationship. Higher interest rates may denote reduced finance if the 
supply of credit shifts to the left; but higher interest rates may also 
denote increased finance and increased expenditures if the demand 
for credit shifts to the right. 

The paper outlines a macroeconomic model of expenditures in 
which Ae expenditure functions explicitly recognize the necessary 
conditions for expenditures. Financial flows replace interest rates in 
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expenditure functions and are a second category of variables in ad~ 
didon to intenia] sources of funds (income). Financial flows are 
made endogenous by being explained in terms of a model of circular 
flow. In such a model a sector’s financial sources of funds are inter¬ 
preted in terms of the availability of credit. A more general model is 
subsequently developed in which financial flows are explained in a 
context of financial markets and then “fed back” into the expendi¬ 
ture functions. 

The relative effectiveness of credit flows and interest rates was 
tested for four categories of expenditures: household expenditures 
on consumer durables and residential construction, and corporate 
business expenditures on inventories and plant and equipment. The 
financial flow viuiable on the whole proved more significant than the 
interest rate in these relations. 

The significant relationships obtained lietween particular catego¬ 
ries of expenditures and particular types of credit instruments sup¬ 
port the use of selective credit controls for restraining “trouble 
areas” of spending. Paradoxically, while historical experience is most 
abundant on the effectiveness of consumer credit controls, the possi¬ 
bilities for substitution among financial sources of funds seemed 
greatest here. Jour. Finance, March 1968, 23(1), English. University 
of Pittsburgh, USA 

CiuMP, A. B. Financial Tlieory and Control of Bank Deposits. 

This article examines, at a r.ather low level of .abstraction, the 
theoretical underpinnings of the “old orthodox” case that control of 
bank deposits in the U.K. is practicable using the leverage provided 
by the commercial banks’ cash ratios. It is argued that the theoreti¬ 
cal case for the authorities’ fears of instability of demand conditions 
in financial markets is stronger than academic critics have allowed, 
and it is suggested that in consequence control of bank deposits is 
likely to be more difficult the more urgent the situation that causes 
the policy to be adopted. Oxford Econ. Papers, March 1968, 20(1), 
pp. 98-108 (English). Cambridge University 


Crouch, R. A Model of the United Kingdom’s Monetary Sector. 

This paper estimates a model of the United Kingdom’s monetary 
sector comprising supply and demand functions for various types of 
monetary assets including currency, bank reserves, demand deposits. 
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time deposits, and total deposits. The model is "closed” by a simple 
distributed lag version of the quantity theory of money. Since the 
matrix of endogenous variables turns out to be triangular, the model 
is superficially recursive and thus OLS may be a consistent, FIML 
estimator of the system. In case the other conditions for recursive¬ 
ness are not met and the system is genuinely interdependent, TSLS 
estimates are also presented. Various interest rate and income elasti¬ 
cities are calculated. They conform broadly with previous single 
equation estimates of their magnitude. 

One conclusion of the model is startling, however. This conclusion 
is that the so-called Special Deposits instrument of monetary control 
acts perversely. It is argued in the paper that this instrument does 
not affect the level of bank deposits. It merely affects the structure 
of interest rates. And, moreover, it affects them perversely. That is to 
say, an increase in Special Deposits (which conventional English 
monetary wisdom alleges to be a contractionary action) lowers 
short-time interest rates. Consider the following result which has 
been plucked out of the complete model. It is a TSLS estimate 
which is well identified. 

ri = -.042 -1- .00006Y + 1.093r, - .OOISS^ -f 0006T 
(.002) (.008) (.00001) (.045) (.0006) (.0002) 

= .949 , DW = 2.03 

In this estimate r, is the treasury bill rate, Y is national income at 
current prices, ro is bank rate, Sz is Special Deposits and T is the 
outstanding stock of treasury bills. 

Attention is called to the significantly negative sign on S.. When 
Special Deposits are increased, the treasury bill rate declines—which 
is the perverse relationship hypothesized in this paper and pursued 
in more detail in the author’s forthcoming “Special Deposits and the 
British Monetary Mechanism.” Nowhere but in Britain could the 
monetary authorities have a shot in their locker that actually boomer¬ 
angs on them automatically. Economeirica, July-October 1967, 
35(3-4), pp. 398-418 (English). University of California at Santa 
Barbara 

Fand, D. I. AND Tower, J. E. An analysis of the Money Supply 

Process in Canada. 

The paper applies the free reserve model to the Canadian mone¬ 
tary system to construct a money supply function using quarterly 
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data for the period 1955-1966. The portfolio behavior postulated fo: 
both the bank.s and the public utilize the framework developed by 
one of the authors in a paper on money .supply analysis which re¬ 
views the econometric models of the American monetary sector. 

Because of the particular way in which required reserves are cal¬ 
culated in Canada, excess reserves and free reserves, on a statutory 
basis, may understate the available free reserves. In spite of this we 
find that the form of the equation, the size and quality of the coeffi¬ 
cients, and the R" are very similar to those that we have for the U.S. 
data. Tin's paper also suggests the desirability of estimating free re¬ 
serves on a non-statutory basis. To di) this we estimate excess re¬ 
serves held as vault cash and obtain interest rate elasticities that are 
•50X larger—suggesting a more elastic response by the banking sys¬ 
tem. 

If our calculated edasticities arc correct, they would suggest that 
the Canadian monctaiy system may be more responsive to central 
bank action than is the case in the U.S.A. Two .special features of 
the Canadian system are distinguished; the use of lagged deposits in 
calculating requirements, and the use of longer .settlement periods. 
Our findings also suggest that since the legal requirements arc less 
constraining in the short run, a coiisidcrable part of the stability in 
tlie Canadian banking system necc.ssarily deprives from portfolio be¬ 
havior bv the public and the chartered banks. Canadian Jour. Econ., 
May 1968,1(2) , English. Wayne State University, USA 


FniEDNtAM, M. The Monetary Theory and Policy of Henry Simons. 

There is a sharp contrast between Henry Simons’ monetary theory 
and his proposals for monetary reform. His monetary theory is so¬ 
phisticated and correct, and in no way outdated by later work. Plis 
proposals for monetary reform seem largely irrelevant or wrong and 
would find little support today even among those who share most 
completely Simons’ basic objectives of social policy. 'This contrast 
and how it can be explained are the themes of the paper. 

Simons regarded the urgent and immediate task of policy to be a 
thoroughgoing reform of the financial structure. He regarded such 
reform as a pre-condition for the satisfactory operation of any mone¬ 
tary rule. 

The explanation suggested for the contrast between theory and 
policy is a mistaken interpretation of the Great Contraction of 
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1929-1933. Simons interpreted that episode as reflecting a basic 
weakness of the financial structure, as having occurred despite the 
best efforts of the monetary authorities to stem it. We now know 
that this was not the case, that the depth and severity of the con¬ 
traction can ])e largely accounted for by the errors of omission and 
commission of the monetary authorities. 

There is great similarity between the views expressed by Simons 
and by Keynes—as to the causes of the Great Contraction, the im¬ 
portance of monetary policy, and the need to rely extensively on 
fiscal policy. And there is the same contrast between the sophistica¬ 
tion of the theoretical analysis and the validity of the policy recom¬ 
mendations. 

Keynes’ policy recommendations differed sharply from Simons’, 
but not because of any difference in theoretical analysis or interpre¬ 
tation of facts. They differed because of a difference in temperament 
—Keynes was a reformer and so favored tinkering within the existing 
financial structure. Simons was a radical and so favored a drastic re¬ 
construction of the financial structure. ]om. Law 6- Econ., Oct. 1967, 
10, pp. 1-13 (English). University of Chicago, USA 

CouDZWAARD, M. R. Price Ceilings and Credit Rationing. 

This paper demonstrates that rate ceilings determine how credit is 
allocated at consumer finance companies. Price theory analysis is ap¬ 
plied to the problem and an empirical analysis relates credit los.ses 
of lenders to the various rate ceilings allowed in the 49 states with 
small loan laws. 

Price theory analysis illustrates that under cither the assumption 
of a competitive or an oligopolistic con.sumer finance industry, low 
rate ceilings effectively exclude marginal risk loan applicants from 
the consumer credit market. 

A regression analysis applied to selected financial data obtained 
from 32 State small loan licensee reports for 1964 empirically con¬ 
firms this theoretical proposition. The variables in the regression 
equations are; Y, Credit lo.ss rate; Y- — Credit loss, salary, and 
administrative expense rate; X, — Gross rale of charge; Xj = Loan 
size; Xj = Loan office size; Xj = Lender concentration; and X, = 
Per capita income. 

In practically every equation, the regression coefficients show a 
strong and statistically significant relationship betvs'een credit losses 
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and rate ceilings. The simple coeflScient for Xi and Yi is a moder¬ 
ately high .70 and for Xi and Ya it is .88. The regression coefficicnis 
(b). Beta coefficients (B), partial coefficients (roiaa^s), and t-values 
are clearly stronger and more significant for Xi than for any of the 
other variables. This relationship is also demonstrated by an F-test 
of the hypothesis B, -= Bj = Bj = Bj = 0 where the F-value of 
3.06 is not .significant at the .01 level and barely significant at the 
.05 level; and by the smaller F-ratio of 2.33 and R=d 2^45 of .26 for 
the equation Yi = a -h b 2 X.. + bjX, + b 4 X 4 -f bsK,, both sub¬ 
stantially smaller than in the equation wliich includes Xi where the 
F-ratio is 8.09 and the R^,, -n-, is .51. 

Tliis analysis suggests policy makers should consider these credit 
rationing effects if they arc to draft laws in the best interests of their 
constituents. Jour. Finance, March 1968, 23(1), English. University 
of California, Los Angeles, USA 


Grtj'N, H. a. J. Uncertainty and the ‘Expectations Hypothesis’. 

The expectations hypothesis concerning the term structure of 
interest rates is examined in a barter exchange model which em¬ 
bodies the approach to tlie theory of choice under uncertainty pro¬ 
posed by Arrow and Debreu and developed by Hirshleifer. There 
are four commodities: consumption goods available at C (now), 
two types of claim to consumption goods at t, (“short-term assets”) 
—one to he honoured in event a and the other in event b, one and 
only one of which will occur before t,—and claims to consumption 
goods at tj (“long-term assets”). In market equilibrium, each in¬ 
dividual will either hold only long-term assets or hold only short¬ 
term assets or be indifferent between them. This is because he is 
as.sumed to make a definite single-valued estimate of the future 
rate of interest in event a, and a (different) definite estimate for 
event b; the estimates are not assumed to be the same for all 
individuals. 

Each individual is assumed to maximize expected utility, which 
depends on consumption (or wealth) at t,,, b and t.; the use of 
marginal analysis in this context is shown to imply risk-aversion. 
In the absence of transactions costs, an individual whose sole con¬ 
cern is with his position at t^ is on the margin behveen long-term 
and short-term assets when the forward rate of interest equals his 
subjective (arithmetic) expectation of the future rate. For someone 



Subjects 445 

who is also (or only) concerned with his position at tj, the forward 
rate must exceed his harmonic expectation of the future rate if he 
is to hold long-term assets. But risk-aversion alone is not sufficient 
to necessitate a premium in addition to his arithmetic expectation 
of the future rate, such a premium is necessary only if risk-aversion 
is present in excess of a certain degree. It has, however, been argued 
by Arrow that in general such a degree of nsk-aversion is necessary 
if the expected utility hypothesis is to be logically consistent. Rev. 
Econ. Stud., Oct. 1967, 34(4-100), pp. 387-99 (English). University 
of Toronto 


Haslem, J. a. a Statistical Analysis of the Relative Profitability of 

Commercial Banks. 

This study tests the significance of differences in management, de¬ 
posit size, regional location, and the general economic environment 
on relative commercial bank profitability. Also tested are the signifi¬ 
cance of the variables on the general and specific operating relation¬ 
ships which determine relative profitability. 

The data are an aggregation of 64 bank operating ratios (e.g., 
total expenses to total assets) compiled cross-sectionally for member 
banks in 1963 and 1964 Each year’s data represent (theoretically) 
384 means and variances for each of the 64 operating ratios for the 
member banks. There arc four classes of relative profitability (mea¬ 
sured by net income after taxes to total capital accounts) in eicht 
deposit-size groups in each Federal Reserve District. The variables 
tested for significance were included in various combinations in four 
analyses of variance models. 

Overall, the study shows that all variables tested—management, 
size, location, and time—are significant. Each variable significant’y 
affected relative profitability and the majority of operating relation¬ 
ships. The tests of management differences indicated the importance 
of management peiformance on relative profitability. The tests for 
size effects reinforce the importance of scale factors. 'Tlie size rela¬ 
tionships were frequently nonlinear vv'ith generalized concave or 
convex shapes. The analysis of location effects reflects the greatly 
differing environments in which banks function. Tire very limited 
analysis of time effects suggests the importance of changes in the 
general environment on bank performance. Jonr. Finance, March 
1968, 23(1), English. The University of Wisconsin, USA 
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Hi’ang, D. S. and McCarthy, M. D. Simulation of the Home Mort¬ 
gage Market in the Late Sixties. 

A short-run simultaneous-equation model of the nonfarm residen¬ 
tial mortgage market was estimated from quarterly data covering 
the experience of 1953-63. The estimates were then used as nonsto- 
ehastic coefficients and rel.ations to simulate the quarterly time paths 
of FI I A, VA, and conventional mortgage loans, in gross terms, dur¬ 
ing 1966-1970. In the simulation interest was centered on the effects 
of the changes in the memher banks’ free reserves, the long-term 
capital yield, the FHA-VA ceiling rale, and the average maturity of 
home mortgages upon the demand and supply flows the three types 
of mortgage loans. 

In addition to the control situation, four eases of monetary and 
housing poliev mix sscre assunu'd: (1) tiglit money with neutral 
housing policy, (2) tight money with tight housing policy, (3) easy 
money with neutial housing policy, and (4) easy money with easy 
housing policy. In the control situation “normal” levels of free re¬ 
serves and long-term capital yield (pseudo monetary policy vari¬ 
ables) and of average maturity of mortgage' loans and FHA-VA ceil¬ 
ing rate (housing policy variables) were used to obtain the control 
solution, (By a solution we mean a set of simulated time paths of 
the demand and supply flows). Then higher or lower than "normal” 
levels of the four instrument variables were* assumed for the four 
cases of policy alternatives for each of which a solution was ob¬ 
tained. 

This work indicates that if the gap between the ceiling rate and 
the long-term capital yield is maintained at a constant, flows of 
mortgage funds into FHA and conventional markets can be kept at a 
comfortable rate during the time of monetary tightness. Fiuther, the 
supply of VA mortgage loans tends to dry up after imposition of 
tight money whether or not the gap between the ceiling rate and the 
long-term capital yield is maintained at a constant. Rcu. Econ. Stat., 
49(4), English. Southern Methodist University and the Brookings 
Institution 

Ott, D. J. and Ott, a. F. Monetary and Fiscal Policy: Goals and 
the Choice of Instruments. 

The problem discussed in this article is the use of monetary and 
fiscal policy to achieve internal and external stability in a country 



Subjects 447 

which chooses to keep its exchange rate fixed and to avoid the use 
of direct controls over trade and capital movements. More specifi¬ 
cally, the article re-examines the prescription by Mundell {IMF 
Staff Papers, Vol. IX, No. 1, March, 1962) that, in a disequilibrium 
situation, “monetary policy ought to be aimed at external objectives 
and fiscal policy at internal objectives.” 

The framework of the analysis is a model similar to Mundell’s, with 
one crucial modification—the volume of imports is made a function 
of the components of aggregate demand (consumption, investment, 
and government purchases) rather than the level of aggregate de¬ 
mand (or income). Three policy instruments are considered—inter¬ 
est rate changes, tax rate changes, and changes in government pur¬ 
chases. Considering them in pairs, the application of Mundell’s pair¬ 
ing criterion yields the conditions for internal-external pairing of in¬ 
struments and target variables. 

The principle conclusion is that the monetary-external and fiscal- 
internal pairing suggested by Mundell is not the proper solution in 
all cases; the pairing decision depends crucially on the values of the 
marginal propensity to import “out of” investment, consumption, and 
government purchases, as well as the responsiveness of investment 
and international capital movements to interest rate changes. 

Estimates of the crucial parameters from various econometric 
models are used to see what the pairing criteria derived from the 
model suggest about the proper direction and magnitude of fiscal 
and monetary policy in the U.S. if the internal and external goals 
are to be achieved (using 1966 data). Tlie results support the mone¬ 
tary-external, fiscal-internal prescription for the U.S., but they also 
indicate that very large changes in short-term interest rates and 
taxes (or government purchases) would be required to eliminate tlie 
payments deficit while maintaining full employment. Quart. Jour. 
Econ., May 1968, 82(2), English. Southern Methodist University, 
USA 


Pedersen, J. Chaos in the Danish Capital Market. 

Danish credit policy over the last 10 years is reviesved. It is main¬ 
tained that owing to the ambitions of the Central Bank to play a role 
in the control of the balance of payments and even of economic ac¬ 
tivity as a whole, there has been a competition between the govern¬ 
ment and the bank to intervene in tlie economy with the result that 
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interventions on the part of both have been more severe than won. 
have been the case if only one agency had been responsible for t 
control of the economy. The Central Bank has applied its credit pc 
icy every time it felt it necessary to intervene. As this interventic 
mainly affected residential building it ran counter to govemme 
policy, which was at any cost to promote building activity. Thus 
competition between the bank and government to intervene and t 
neutrali7e each other’s intervention has led to continuously rising it 
tercsl rates accompanied by rising subsidies to housing and sever; 
0 t}i 6 ;r activities wliere the exorbitant rate of interest has been felt. 

Gradually the rate of interest had, in fact, become out of ha 
mony, not only with the rates at which most investment was fir 
anced, but also with the international level of interest rates. In orde 
to gain control the Central Bank in 1965 introduced a severe ratior 
ing of credit also extending to the issue of bonds and to short-ten 
capital imports. However, this ])olicy, too, has been neutralized b 
government subsidies, and a further escalation of interest rate; 
especially outside the organized market, has resulted. It is propose 
that the bank and the government agree on mutual reductions in ir 
terest rates and subsidies, especially with respect to building, so : 
to obtain a greater harmony between the official rates of interest an 
the prevailing cost of finance. National0kon. Tids., 1967, 105(3-4 
pp. 109-25 (Danish) University of Aaarhus, Denmark 

PoiiL, R. Central Bank Policy and Scarce. {IlUquiditdt und Noter 

bankpoUtik). 

According to Professor Bohler, the problems connected with finar 
cial consolidation in the West German economy cannot be explaine 
by the ex post relationships used in social accounting, since these re 
lationships are only logically derived from a set of definition. 
Causal analysis is only possible when using ex ante values: a larg 
portion of investment was not financed with long term loans (th 
consolidation gap) because, in spite of the tight money policy, e 
ante investment was considerably larger than long term ex ante sar 
ings. An easy money policy would raise ex ante investment eve 
further over ex ante savings and thereby only serve to increase th 
consolidation gap. 

An analysis of Bdhler’s statements according to the modem “Phi 
losophy of Science” (e.g. Popper) shows that he only presents th 
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appearance of an explanation: his premises are pure assumptions, 
such as made by theoreticans to describe fictitious economic pro¬ 
cesses with the aid of an ex ante economic concept. Bohler formu¬ 
lates his assumptions in such a way that they do not contradict his 
statements about the phenomenon to be explained (the consolida¬ 
tion gap). The field of possible compatible assumptions is so great 
that Bohler can always find assumptions to “justify” his conclusion 
that easy money policy would not narrow the consolidation gap; 
such an explanation contains no information that can be tested em¬ 
pirically except the phenomenon to be explained. 

Thus “immuni7ed” Professor Bohler does not need to confront the 
facts, my proposition that an easy money policy and the resulting 
increase in bank liquidity would cause banks and non-banks to .sup¬ 
ply more long term funds and thereby reduce the consolidation 
gap. Konjunkturpol, 1967, J3(3), pp. 185-92 (German). German In¬ 
stitute of Economic Research, Berlin 


Riebeh, M. Bids, Bid Patterns and Collusion in the Auction Market 

for Treasury Bills. 

Dealers in U.S. Government securities comprise a small subgroup 
of bidders on the weekly auction of Treasury bills. Their combined 
allotment usually varies from twenty to thirty per cent of the total 
amount awarded. This paper is an attempt to determine, from the 
bids alone, whether there is evidence of collusive bidding among the 
dealers. 

The test for collusion involves an analysis of the bids submitted 
by each dealer over a series of auctions to determine whether these 
participants use patterns of bid placement when submitting bids on 
each auction, and the configurations of these patterns. The interrela¬ 
tionships among the patterns of the various bidders are analyzed to 
determine whether they could be merely ch.ince events, bidders are 
not colluding. Because the Treasury acts as a discriminating monop¬ 
olist, all of the multiple bids submitted by each dealer on each auc¬ 
tion can be used for the test. The statistic chi-square is used as the 
criterion of similarity, the means by which a dealer’s bidding pat¬ 
terns aie separated. 

In general, if a given large number of auction leads to the identi¬ 
fication of a large number of bid pattern groups for each dealer, this 
implies that bid placement is essentially random. However, because 
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multiple bids are submitted and accepted and because the lowei 
bid price accepted by the Treasury is unpredictable, a collusiv 
agreement must be in terms of the pattern of bids submitted b 
each dealer on each auction. If dealers submit bids randomly, it ma' 
be impossible to dove tail the bids of a group of dealers so that 
collusive objective is reached. 

Based on the data compiled from the bids of sixteen dealers ove 
seventy auctions beginning in December 1958, no evidence of colli 
sion was found. Jour. Law ir Econ., Oct. 1967, 10, pp. 149-68 (En 
glLsh). University of Missouri 


Ruffin, R. J. Tlie Equivalence of Liquidity Preference and Loan 

able Funds Theories in Stock-Flow Economies: A Comment. 

Since Cliff Lloyd’s paper (Review of Economic Studies, 1960| 
considerable uncertainty has existed over whether the presence c 
stock-flow goods invalidates the Hicksian proof of the static equiva 
lence of the liquidity preference and loanable funds theories of in 
terest. Lloyd interpreted Walras’ Law as stating that one equation i 
redundant, hence, in a .stock-flow economy in which each good i 
represented by two equations, the elimination of one of the equa 
tions does not cancel one of the markets. But Walras' Law does no 
state that one equation is redundant, it states that the total exce. 
demand (including both stock and flow demands) for one good fol 
lows from the sum of all the other excess demands. 'Thus, the stan 
dard proof of static equivalence can be used for a stock-flow econ 
omy. Rev. Econ. Stud, Oct. 1967, 34(4-100), pp. 420-21 (English] 
Washington State University, USA 


Skinneb, a. S. Money and Prices; A Critique of the Quantit; 

Theory. 

The subject of this paper is Sir James Steuart’s critique of thi 
proposition “increase commodities they become cheaper; increasi 
money, they rise in their value.” 

In dealing with this subject three main issues are considered: (1 
Steuart’s reasons for examining the causal relation.ships betweei 
money and prices; a discussion which points towards the differenc( 
between the “quantity theory” understood as proposition, theory 
theorem, and maxim. (2) Steuart’s discussion of the determinants 
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price and the functions of money (investment and transactions). 
(3) Steuart’s views as to the way in which changes in the supply of 
money can affect price levels; an argument which is notable for the 
attempt made to integrate the theory of money and price. 

In conclusion it is suggested that the historian of ideas may find 
Steuart’s treatment of particular topics of value (such as the theories 
of price and interest). On the other hand, the modem student may 
be reminded of the difference between the equation of exchange 
and the quantity theory properly so called; of the difference be¬ 
tween establishing empirically verifiable relationships between mag¬ 
nitudes and the statement of a theory. Scottish Jour. Pol. Econ., 
Nov. 1967, pp. 275-90 (English). University of Glasgow, UK 


Tussing, a. D. Tlie Case for Bank Failure. 

The greatest single barrier to reform of the banking structure, it is 
asserted, is the doctrine that banks cannot be permitted to fail. This 
doctrine derives, in turn, from three social disiderata: (1) that fail¬ 
ure of unsound banks not lead, through panic, to failure of sound 
ones, since the failure of sound institutions would be non-functional 
and uneconomic; (2) that the payments mechanism not be dis¬ 
rupted; and (3) that the integrity of depositors’ accounts be pre¬ 
served. 

It is argued that the major hazards to bank viability—illiquidity, 
bad a.ssets, overbanking, and mismanagement—are not socially dis¬ 
ruptive but, on balance, useful hazards. Exposing individual banks 
to the risk of failure would thus be socially desirable. Further, it is 
argued that the three desiderata (above) are consistent with the 
failure of individual banks, and that, with minor changes in banking 
law, bank failure can be made an acceptable but quite rare outcome 
of even fairly untrammcled competiton. Jour. Laic ir Econ., Oct. 
1967, 10, pp. 129-48 (English). Syracuse University 


Whalen, E. L. An Extension of the Baumol-Tobin Approach to the 
Transactions Demand for Ca.sh. 

This model for optimal transactions cash balances proceeds from 
the basic receipt-and-disbursement assumption of the Baumol-Tobin 
approach: a fii'm receives a lump-sum cash receipt at the beginning 
of each transactions period and makes its disbursements in a steady 
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stream until at the end of the period receipts and disbursements are 
equal. This receipt-and-disbursement pattern generates an average 
transactions balance equal to Yf2, where Y is the volume of receipts 
or disbursements. If the firm invests part of this balance in long¬ 
term income-earning assets, it later must borrow to meet its sched¬ 
uled disbursements, but the income from an appropriately sized in¬ 
vestment will exceed interest charges on borrowed funds. 

The difference between income and interest charges is maximized 
when 

M = (1 - p/i + pV2P)Y/2 

wliere M is tlie average transactions balance, p is the rate of return 
on long-term investment, and i is the rate of interest charged on 
borrov\’ed funds. If i is greater than p, M is positively related to i 
and inversely related to p. 

The above equation is adapted for regression analysis, and statisti¬ 
cally significant estimates with correct signs are obtained for the 
regression coefficients using seasonally-unadjnsted quarterly time se¬ 
ries for the money supply, gross national product and short-term in¬ 
terest rates. The explanatory power of this equation appears to com¬ 
pare favorably with that of alternative demand-for-money hy¬ 
potheses. 

A model allowing both for borrowing and for asset-switching 
transactions synthesizes this approach with the Baumol-Tobin ap¬ 
proach. Optimal transactions cash balances are thereby explicitly re¬ 
lated to not only the above variables but also to the rate of return on 
short-term investments, the cost of engaging in asset-switching 
transactions and the cost of negotiating loans. Jour. Finance, March 
1968, 23(1), English. Indiana University, USA 


Yeac.ee, L. B. Essential Properties of the Medium of Exchange. 

In comparing how near-moncys and the actual medium of ex¬ 
change affect the operation of the whole economic system, we must 
go beyond examining how closely substitutable they are for each 
other from the viewpoint of the individual holder. We must empha¬ 
size the manner in which people acquire and dispose of money and 
implement a change in their demand for it. W. T. Newlyn’s “neutral¬ 
ity” criterion goes part-way in explaining why this is so important. 
Furthermore, the medium of exchange trades on no market and at 



Subjects 453 

no price specifically its own, and it is the thing in which incomes are 
routinely received and spent. For these reasons, an excess demand 
for it shows itself to individuals less clearly than does an excess de¬ 
mand for any other thing, even the nearest of near-moneys. An ex¬ 
cess demand for actual money eliminates itself more indirectly and 
with more momentous macroeconomic consequences. The analysis 
supports the diagnosis of depression as an essentially monetary dis¬ 
order. Kyklos, 1968, 2J(1), pp. 45-68 (English). University of Vir¬ 
ginia 

Arena, J. J, The outlook for financial disintermediation. New Eng. Bus. Rev., 
Dec. 1967, pp. 2-8. 

Bihch, E. M. and Heineke, J. M. Stochastic reserve losses; a rejoinder. Am. 
Economist, tall 1967, pp. 60-61. 

Case, F. E. California's continuing need for mortgage capital. Calif. Manag. 
Rev., winter 1967, pp. 80-90. 

Daly, H. E. A note on the pathological growth of the Uruguayan banking 
sector. Econ. Develop, and Cult. Change, Oct. 1967, pp. 91-96. 

Dell’Amore, G. 11 contributo del sistema bancano alia politica del risparmio. 

(With English surrunary.) Risparmio, Oct. 1967, pp. 1753-63. 

Evans, C, D. and Wahhen, F. G. Farm credit and tight money in 1966-67. 
Agric. Fin. Rev., Nov. 196'7, pp. 1-13. 

Fkanzsen, D. G. Infl.isie en die finansiele meganisme. So. Afr. Tour. Econ., 
Sept. 1967, pp. 175-88. 

IlEiin, W. McD. Understanding changc.s in non-real-estate faim debt. Agric. 
Fin. Rev., Nov. 1967, pp. 23-31. 

Honwicn, G. Real assets and the monetary-iiitercst-rate mechanism; a reply. 
Jour. Pol. Econ., Oct. 1967, pp. 769-71. 

Johnson, R. W. Rcgnlation of finance charges on consumer in.stalment credit. 

Mich. Law Rev., Nov. 1967, pp. 81-114. 

Kabeken, j. Commercial banks and the supply of money: a maikel-determined 
demand deposit rate. Fed. lies. Dull., Oit, 1967, pp. 1699-1712. 

Kebschagl, R. Zukunftsprobleme der Notenlianken. Schmollers Jahrb., 1967, 
S7(3). pp. 257-74. 

Kino, U. A. P’inancial developments in 1967. Surv. Cnrr. Bus., Nov. 1967, 
pp. 11-19. 

L-aemas, G. S. The degree of moneyness of savings deposits. Am. Econ. Rev., 
June 1968. 

Lee, M. L. Cash and credit demand for durable goods. Quart. Rev. Econ. & 
Bus., winter 1967, pp. 59-73. 

Mattf.h, A. Aktuelle Probleme des Hypothekargeschiiftes. Wirtschaft und 
Rpcht, 1967,19(3), pp. 190-95. 

Nisdet, C. Interest r.ites and imperfect competition in the informed credit 
market of rural Chile. Econ. Develop, and Cult. Change, Oct. 1967, pp. 
73-90. 

Onado, M. II mercato delle cartelle fondiarie. (With English summary.) 
Risparmio, Oct. 1967, pp. 1780-1838. 

Real, P. E. El Banco Central y el momento economico argentine. Rev. de 
Econ., 1967,14(20), pp. 11-25.' 
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ScHAEFEH, A. "Banque de D^pdt" und “Banque d’Affaires/' Wirtschaft und 
Rfcht, 1967.19(3), pp. 172-82. 

.ScuuLTiiEss, F. W. Zum Kredit- und Emissionsgescliaft der Schwcizer Banken. 

Wirtso'liaft und Rrcht, J9(3), pp. 161-71. 

ScHWEizEH, S. Die Bedeutung der Bilanzsiunme bei den Grossbanken. Wirt- 
sthdft und Recht, 1967,19(3), pp. 183-89. 

Stocken, R. Die Haushaltspolitilc im Gesetz zur Fdrdcrung der Stabilitat und 
dcs Wac'hstiiins der Wirtschaft vom 8. Juni 1967. Finanzarchiv, Jan. 1968, 
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THysc.Lsr.N-, N. New evidence on the functioning of capital markets; a reviess 
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Tirr/V, A. Aspetti di una Ca.ssa di nspannio moderna. (With English summary.) 
Hispaimio, Aug 1967, pp. 1444-77. 

'i'ucKLn, D P Credit rationing, interest rate lags, and monetary policy speed. 
Quart. Jour. Econ., Feb. 1968. 
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Vlca, R. K. a unique credit system for small industries. Asian Econ. Rev., 
Ma> 1967, pp 343-51. 
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Jour. Econ , Feb. 1968. 

Witte, J. G Jn. A comment on “Real Assets and the Theory of Interest.” 
Jour. Pol. Econ , Oct 1967, pj). 767-68. 
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Bates, R. W. Public Investment and Stabilisation. 

The author attempts to analyse the use of public investment in 
British stabilisation policy, relying primarily upon the detailed ex¬ 
perience of the nationalised electricity supply industry in Great Brit¬ 
ain. The article is in two main sections. 

Firstly, the author studies the methods which were used to manip¬ 
ulate the investment programmes of electricity supply according to 
the needs of stabilisation policy. It is suggested that the balance of 
payments position was normally the vital consideration and that 
both physical and financial restrictions were employed. Although on 
theoretical grounds, reductions in public investment are likely to 
have general beneficial effects on the balance of payments, it is be¬ 
lieved that the detailed consequences arc likely to be more impor¬ 
tant. Thus, physical restrictions were intended primarily to reduce 
the industry’s demand upon specific equipment which might provide 
an important exportable. On the other hand, the Government had to 
reconcile these short-term advantages with the long-term argument 
that investment in electricity supply is required for stability and 
growth in the economy. 

The second section analyses the diflBculties involved in this form 
of stabilisation policy and draws out certain implications for efficient 
investment planning. Here, the view is examined that control over 
public investment is more likely to achieve success in deflation 
rather than inflation. It is concluded that, at least as far as electricity 
supply is concerned, the authorities are more likely to be successful 
in stimulating rather than depressing aggregate demand. Finally, 
the advantages of using public investment in stabilisation policy are 
contrasted with the disadvantages and it is suggested that, given the 
disadvantages and the character of post-war economic fluctuations, 
public investment may be quite inappropriate as a stabilisation vari¬ 
able and that more emphasis should be placed upon microeconomic 
rather than macroeconomic considerations. Scottish Jour. Pol. Econ. 
June 1967, 14(2), pp. 138-55 (English). University of Leicester, UK 
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Bishop, R. L. The Effects of Specific and Ad Valorem Taxes. 

A formal analysis is presented of tlie comparative effects of spe¬ 
cific and ad valorem taxes under competition and monopoly. Some 
additional relationships and some simplifications in the statement of 
previously identified relationships are brought out. 

Tax burdens under a variety of cost conditions in both competi¬ 
tive and monopoli.stic situations are then compared with reference to 
the criterion of Marshallian deadweight loss. Again some new results 
emerge in addition to old ones, including a simplified proof of Ram¬ 
sey’s 1927 theorem. Quart. Jour. Econ., May 1968, 82(2), English. 
Massachusetts Institute of Technology 


Bhown, B. Municipal Finances and Annexation. 

Tlie inability of metropolitan government to adequately finance 
local government services has been blamed on the political obstacles 
that prevent the central city from expanding its boundaries, and so 
its tax jurisdiction, as the metropolitan population migrates to the 
suburbs. In Texas, however, relatively simple annexation procedures 
have allowed cities to expand almost at will. Tliis paper analyzes the 
effects that two postwar annexations have had on Houston's budget. 
The conclusion reached is that the annexations did their job and so 
the blame is well placed. 

Data for twenty-one budgetary items was obtained for a sixteen 
year period encompassing the two annexations. This data was de¬ 
flated, expressed in per capita terms, and converted to logarithms. 
Simple regressions with respect to time were computed for each of 
the 84 resultant series. That the correlations were almost uniformly 
high meant that the annexations did not have an immediate impact. 
There was, however, uniformity in the direction of the deviations of 
the data from their trends. A composite series would have declined 
(relative to the trend) up to the year of annexation, then would 
have climbed only to fall again until the second annexation, and 
then resumed its growth. We can conclude that the annexations 
were responsible for this reversal of movement, and thus for the 
high growth rate of these budgetary variables. An explanation of 
this phenomenon is (on the revenue side) that the annexations took 
place early in the growth of the annexed areas and before they 
began to develop the tax base to make a significant contribution to 



Subjects 457 

city revenues and (on the expenditure side) that the expenditures of 
the city are primarily due to the size of the metropolitan area and 
only secondarily to the size of that part of the metropolitan area 
widiin city boundaries. Southwestern Soc. Set. Quart., Dec., 1967, 
45(3), pp. 339-351 (English). University of Houston 


Chagg, J. G., Habberger, A. C. and Mieszkowski, P. Empirical Evi¬ 
dence on the Incidence of the Corporation Income Tax. 

This paper presents a critique of the procedures employed by M. 
Krzyzaniak and R. Musgrave in The Shifting of the Corporation In¬ 
come Tax (Johns Hopkins, 1963), and shows that improved proce¬ 
dures lead to a reversal of their main conclusion that the tax is more 
than fully shifted. It is argued that the K-M procedures, by failing 
to incorporate cyclical and wartime variables in the explanation of 
changes in gross-of-tax profit rates, tend to attribute to tax changes 
variations in profit rates caused by wartime emergencies and by 
cyclical forces. This spurious correlation occurs because tax rates 
and profit rates happended to be high in the war and mobi’ization 
years included in the K-M time series, and because tax rates were 
much higher in the high-profit postwar years than in the depressed 
years of the 1930s. In the years referred to, profits were not high or 
low principally because tax rates were high or low, but the K-M 
analysis attributes such a causal connection. When the employment 
rate and a wartime dummy variable are added to K-M’s explanatory 
variables, the relationship between profit rates and taxes becomes 
much weaker, and the estimated coefficient implies that capital 
bears at least the full burden of the tax. 

Our modified regressions are recognized to contain turn biases; 
(a) a specification bias resulting from the fact that our regressions 
(holding employment constant) neglect the indirect effect of a rise 
in the tax rate on profits through employment, and (b) a least- 
squares estimation bias stemming from the fact that an endogenous 
variable (the employment rate) is used as a regressor. We show that 
both of these biases lead to our estimate overstating the burden 
borne by capital; hence their presence only reinforces our main con¬ 
clusion that the K-M results are invalid. Jour. Pol. Econ , Dec. 1967, 
75(6), pp. 811-21 (English). University of British Columbia, Uni¬ 
versity of Chicago, and Yale University 
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Davis, J. R. Chicago Economists, Deficit Budgets, and the Early 
1930’s. 

Many observers have become accustomed to associating Chicago 
economists with the advocacy of limited government and the dis¬ 
trust of discretionary authority in government. While these themes 
might characterize much of their work, tliey should not be allowed 
to obscure the facts that Frank H. Knight, Henry C. Simons, Jacob 
Viner, and their Chicago colleagues argued throughout the early 
1930s for the use of large and continuous deficit budgets to combat 
the mass unemployment and deflation of the times and that they 
played an important role in the development of the notion of com¬ 
pensatory public spending. 

As a group, the Chicago economists unequivocally dismissed re¬ 
covery by automatic adjustment of the economy. Recovery should 
be brought about, they argued in 1932, by injecting a sufficiently 
large volume of new purchasing power in the foim of generous fed¬ 
eral expenditures financed by the .sale of new issues of bonds to tlie 
resene banks. Jointly and severally, the Chicago economists de¬ 
nounced the annually balanced budget. From early 1931 on, they 
argued fur countcrcyclically balancing the budget over the business 
cycle. 

The development of the simple truths of compen.satory finance 
owes much to the early Chicagoans. In no small way, their labor in 
behalf of the notion of compensatory public spending explains their 
antipathy for the later notion of secular public spending. Am. Econ. 
Rev., June 1968, 58(3), English. Iowa State University, USA 


Hughes, J. T. Economic Aspects of Local Government Reform. 

Reform of the stnicture of local government in the United King¬ 
dom is at present under consideration. In the past the few contribu¬ 
tions from economists have been concerned with the system of local 
taxation and not with the need to ensure the greater efficiency of 
public expenditure. The functions of local authorities may be classi¬ 
fied into three categories: (i) the provision of ‘minor’ services, (ii) 
the provision of ‘major’ .services such as education, housing and envi¬ 
ronmental services, roads, (iii) planning. In category (i) economic 
factors are of lesser importance in determining the efficient size and 
type of local government body; this category is not obviously un- 
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suited to the present system of local government The most impor¬ 
tant contribution of economics will be to improve the major public 
investment and planning decisions under categories (ii) and (iii). 

The present structure of authorities may lead to misallocation of 
expenditure through spillover effects and disparities in the tax base 
of local authority areas. Further ineflBciency may result from dupli¬ 
cation of facihties or the inability of smaller authorities to take ad¬ 
vantage of economies of scale in the provision of engineering ser¬ 
vices or in administration. However, the most important problem 
may be the inability of the local government structure to plan for 
and adopt to the increasing rate of economic growth. In the growth 
process many of the vital planning and social investment decisions 
will lie with the local authorities. A major priority, therefore is to 
rationalise the future decisions planning the inevitably increasing 
urbanisation of the U.K. and the massive investment programme 
which will be required. Scottish Jour. Pol. Econ., June 1967, 14{2), 
pp. 118-37 (English). University of Glasgow, UK 


Levin, J. The Effects of Economic Development on the Base of a 

Sales Tax: A Case Study of Colombia. 

To find what attributes of development affect the possibilities for 
taxation and how these attributes change at different stages of de¬ 
velopment, the author suggests that economic analysis focus on 
changes which occur in the base of each tax, since a base can exist 
even though no tax is levied upon it. Following this approach, this 
paper examines changes in the base of a hypothetical sales tax—ex¬ 
empting food and services—in Columbia from 1925-65. Measured as 
the .sum of nonfood imports and value added in nonfood domestic 
manufactui'es, the base increased historically from 14 per cent of 
gross domestic product (GDP) to 25 per cent, at an income elastic¬ 
ity of 1.3. This compares with an income elasticity of 1.2 for the tax 
base calculated as a percentage of personal consumption expendi¬ 
tures for a cross section of countries in the 1950s. Using a 1953 sur¬ 
vey of urban family expenditures in Colombia, incidence of the hy¬ 
pothetical tax is roughly proportional to expenditures but regressive 
with respect to income, as greater services expenditures by wealthier 
families more than offset the heavier food exemptions of poorer fam¬ 
ilies. During 1925-65, the adequacy of cu.stoms coverage of the base 
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deteriorated from a levy of 16.4 per cent on the base to 6.4 per cent. 
This reflects the growth of nonfood domestic manufacture from 4 
per cent of GDP to 15 per cent (the percentage of nonfood imports 
in GDP was unchanged), increases in exemptions to 30 per cent of 
imports, a shift in import composition reducing customs revenues by 
approximately 30 per cent, and a partially offsetting rise in average 
customs rates of 25 per cent. Accessibility of the base to possible tax 
collection is unchanged at the manufacturers’ level (size distribution 
of firms remaining stable), improved at retail (urbanization reduc¬ 
ing the importance of family stores), and probably improved at 
wholesale. Internat. Mon. Fund Staff Papers, March 1968, J5(l), 
pp. 30-100 (English—summaries in French & Spanish). International 
Monetary Fund 


MAcLr,^’^AN, B. Tlie Finance of Grant-aided Schools in Scotland. 

’fhe set of schools examined belong to an intermediate category 
between those which are publicly provided and those which are in¬ 
dependent. 

Their costs are compared with those of schools in the education 
authority (i.e. publicly provided) sector, consideration being given 
to comparative rates of growth in recent years and difierences in dis¬ 
tribution of expenditure between teaching services and other educa¬ 
tional inputs. A simple regression analysis establishes a relation be¬ 
tween costs and size of school. It is concluded that statistics of the 
schools’ expenditure are inadequate for the estimation of the real 
eost of education in the schools and that this is significant for the 
policy of the Scottish Education Department towards these schools. 

'The supply of finance to the grant-aided schools is considered in 
terms of its source—public or private. The main component of the 
former category is a direct grant; but some attempt is also made to 
assess the financial significance of local tax concessions. Fees and 
funds raised by appeal are the principal private sources of revenue 
for current and capital purposes. But, since appeal funds attract re¬ 
mission of income tax, there is also a "public” element in this source 
of finance. 

Some possible effects of a policy of integrating the grant-aided 
schools in the education authority sector are outlined. Scottish Jour. 
Pol. Econ., June 1967, 14(2), pp. 156-74 (English). University of 
York, UK 
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Mossin, J. Taxation and Risk-Taking: An Expected Utility Ap¬ 
proach. 

The paper presents an analysis of the effect of changes in a pro¬ 
portional tax rate on the amount held of the risky asset in a simple 
two-asset portfolio. Some of the main conclusions are probably 
well-known; but it is argued that the analysis should be developed 
under less restrictive assumptions about preferences than those 
made by Musgrave and Tobin. 

In the full-loss offset case, the conclusion of a positive effect of 
taxation on risk-taking is confirmed. The effect is interpreted in 
terms of substitution of the risky for the certain asset to uphold ex¬ 
pected utility. For the no-loss offset case the effect is less clear-cut. 
It is shown, however, that there exists a tax rate less than one such 
that nothing will be held of the risky asset, and the quantitative na¬ 
ture of this tax rate is exemplified. For changes in tire tax rate, the 
response is split up in a wealth effect (for adjustment along a con¬ 
stant utility level) and a substitution effect. The wealth effect is pos¬ 
itive if risk aversion is decreasing, while the substitution effect is 
ambiguous in the absence of further information on preferences. 
Economica, Feb. 1968, NS, 35(137), pp. 74-82 (English). The Nor¬ 
wegian School of Economics and Business Administration, Bergen, 
Norway 

Onofri, R. The Reform of the State Budget: A Second Biblio¬ 
graphic Note {La riforma del bilancio statale—Seconda biblio- 
grafia). 

A first note published in this Journal in 1965, recalled the motives 
for the structural changes in the Italian State Budget, brought about 
by the law of March 1st, 1964; and listed the writings on the subject, 
published up to the end of 1964. Starting from 1965 (when the new 
rules were put into effect) a number of studies have been devoted 
to the reform, and to its actual working. They mainly were centered 
upon the new classification of revenues and expenditures, new state¬ 
ment of certain items, the meaning of relations between different 
subtotals, depreciation allowances and other minor problems. 

The relative discussions are recalled in this note, and grouped ac¬ 
cording to the subject as far as possible. Some conclusions are also 
presented, to give the reader a more complete picture of arguments 
giving support to the different thesis. The Note is followed by a bib- 



462 Jourml of Economic Abstracts 

liographical list, with works published in years 1965-1966; plus a 
few published in preceding years, but not comprised in the first 
Note. Vlndustria, July-Sept., 1967, (3), pp. 372-75, (Italian). 


Prest, a. H. Sense and Nonsense in Budgetary Policy. 

Tins article (the Presidential address to Section F, British Associa¬ 
tion 1967) has three main topics. First, it reviews the attempts to 
adjust aggregate demand to supply by fiscal means in the U.K. dur¬ 
ing die post-war period. It is argued that policy has had only a 
mixed success (e.g. there was a negative correlation between public 
expenditure on goods and serviees, when deviations from trend are 
taken, and the margin of unused resources) and for two main rea¬ 
sons; over-simplification of tlie issues involved and increasingly am¬ 
bitious aims. It is argued that neither the policy of steady longer 
term growth of demand nor that of continuous “fine tuning" is likely 
to be wholly satisfactory. 

Tlio second section is devoted to budgetary investment stimuli. In 
view of the weak relationships (a) between budgetary investment 
stimuli and the level of investment and (b) between the level of in¬ 
vestment and the level and growth rate of G.N.P., it is argued that a 
more direct policy of paying subsidies to firms on the basis of incre¬ 
ments of value added is to be preferred. Some of the problems of 
applying such a scheme are examined. 

The third topic is the proliferation of ad Jioc fiscal devices in the 
U.K. Various examples drawn from urban transport, the coal indus¬ 
try, Selective Employment Tax, regional policy, income distribution 
policy are used to show that in many cases, attempts at differentia¬ 
tion have been ill-conceived or self-defeating. 

In the light of the above, various general conclusions are drawn 
on the proper role of budgetary policy. Econ. Jour., March 1968, 
78(309), English. University of Manchester 


Schmidt, E. I. The Planning Problems Involved In the State Budget. 

This article seeks to demonstrate the need of better planning in 
tlie Danish budgetary policy. The rapid increase of total state ex¬ 
penditures in Denmark during the sixties is, to some degree, caused 
by lack of coordination and long-term planning. Too many decisions 
are taken on a year-to-year basis without due consideration of the 
consequences in the following years. 
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The importance of this is illustrated by the example of appropriat¬ 
ing 16 million kr. for the building of a new state high school: 12 
years later the number of additional university students coming 
from the new high school will have necessitated an expansion of 
university-capacity amounting to 60-70 mill. kr. in building costs. 
While the yearly cost of running the new high school will be about 
3 mill, kr., the consequential yearly university costs will amount to 
about 9 mill. kr. 

The article discusses the preconditions for obtaining a better plan¬ 
ning and stresses that main attention should be given to long-term 
planning in four spheres of state expenditures: education, health, so¬ 
cial pensions and transport, making up 65 pet. of total state expendl- 
turas. 

The customary division of the state budget in current expendi¬ 
tures and investment expenditures is detrimental to the understand¬ 
ing of the planning problems involved in the budget, and the ten¬ 
dency to focus planning discussions on investment costs should be 
counteracted by a new presentation of the budget. National0kon. 
Tids., 1967,105(3-4), pp. 126-45 (Danish). Ministry of Finance, Den¬ 
mark 


Waldorf, W. H. The Responsiveness of Federal Personal Income 

Taxes to Income Change. 

Recent estimates of Federal tax revenues have received consider¬ 
able attention that has pointed up the difficult problems of estima¬ 
tion in this area. One of the purposes of this article is to present esti¬ 
mates of tax functions that relate Federal personal income tax pay¬ 
ments (less refunds) to “tax policy variables”—such as tlie tax and 
exemption rates—and to population and personal income. The 
equations are based on annual national income accounts data for 
1947-65. Another purpose of the article is to present estimates of the 
marginal tax rate and of the tax elasticity of Federal personal in¬ 
come taxes with respect to personal income for 1965 under the 1965 
tax schedule and to compare these with estimates under the 1954 
schedule. These estimated parameters are used to compare changes 
in the automatic stabilizing effect of Federal personal income taxes 
on real output and prices. 

One of the major findings is that the effectiveness of Federal per¬ 
sonal income taxes as an automatic fiscal stabilizer of output and 
prices was about the same in 1965 as in 1963 under the 1954 sched- 
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ule. This is implied from the fact that the marginal tax rate with re¬ 
spect to personal income in 1965 under the 19^ tax schedule—14.5 
percent—was only slightly lower than imder the 1954 schedules— 
15.0 percent. The tax elasticity with respect to personel income in 
1965—1,55—was larger than 1963—1.41 percent. (These estimates 
of the tax parameters reflect changes in the level and distribution of 
income as well as changes in the rate structure.) However, when 
these changes in the tax elasticity are considered in conjunction with 
the level of taxes in the two years, the automatic price-stabilizing ef¬ 
fect of Federal personal income taxes was found to be about the 
same in both years. Sure. Curr. Bus., Dec. 1967, 47(12), pp. 32-45 
(English), U. S. Department of Commerce 

Ahmed, R. Tax liability of foreigners on business transactions in Pakistan. Bull. 

Iriternat Fiscal Doc., Jan. 1968, pp. 34-36. 

Axbehs, VV. Soziale Siclierheit duren individuelle Vorsorge odcr durcb kollek- 
tive Massnahmeii? Fitianzarchiv, Jan. 1968, pp. 68-86. 

Atch^bahian, a. Allocation of the taxing power in Argentina between the 
central government and the provinces. Bull. Intemat. Fiscal Doc., Nov. 1967, 
pp. 501-10. 

Berchesi, N, Presupuestos del .sector piibbco del Uruguay en la ConstituciAn 
de 1967. Rev. Facultad Ciencias Econ. y Admin, de Montevideo, Aug. 1967, 
pp. 51-163 

Bomchil PiNHEmo Claro Lavali.^ & Bado. Recent tax modifications in Ar¬ 
gentina. Bull. Intcrnat. Fiscal Doc., Oct. 1967, pp. 459-60. 

Bowman, G. W., Davis, O. A., Gailliot, H. J. and Hess, A. C. A note on 
supplemental appropriabons in the federal budgetary process. Papers Non- 
Market Decision Making, spring 1967, pp. 91-102. 

Bbacewell-Milnes, J, B. The concept of intension—a new approach to the 
“progressiveness” of taxes. Pub. Fin./Fin. Publiques, 1967, 22(4). 
Buchanan, J. M. Fiscal policy and fiscal preference. Papers Non-Market De¬ 
cision Making, spring 1967, pp. 1-10. 

Campa, G. On the pure theory of determination of public goods. Pub. Fin./ 
Fin, Publiques, 1967. 22(4). 

Chauvin, C. Note sur la fiscalite malgache. Bull. Intemat. Fiscal Doc., Oct. 
1967, pp. 4,54-58. 

Chawla, O. P. Integration of estate and gift taxes: a case of Indian and Ceylo¬ 
nese tax laws. Bull. Intemat. Fiscal Doc., Nov. 1967, pp. 511-16. 

Davis, O. A., Dempster, M. A. H. and Wh-davsky, A. On the process of 
budgeting: an empirical study of Congressional appropriation. Papers Non- 
Market Decision Making, fall 1966, pp. 63-132. 

De:iiost, D and RuDFNrELD, S. I. The taxation of United States oitizens em¬ 
ployed in France. Bull. Intemat. Fiscal Doc, Jan. 1968, pp. 20-28. 

Deran, E. Changes in factor income shares under the social security tax. Rev. 
Econ. Stat., Nov. 1967. 

Due, j. F. and Holmes, W. L. Evaluation of government investment projects. 

Pub. Fin /Fin. Pub., 1967, 22(3), pp. 25,5-63. 

Eaclv, R. V. On government issuance of an index bond. Pub. Fin./Fin. Pub., 
1967, 22(3), pp. 268-84. 

Ehhlicheb, W. Wandlung der Steuerordnungen. Finanzarchiv, Jan. 1968, pp. 

49 - 67 , 
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Eppub®, R. Die Nachfrage als Bestimmungsfaktor der Steueruberwalzung. 
Finanzarchiv, Dec. 1967, pp. 431-69. 

Forte, F. Should public goods” be public? Papers Non-Market Decision Mak¬ 
ing, fall 1967, pp. 39-46. 

Frank, M. Etude quantitative de certaines incidences de I’instauration d’une 
taxe sur la valeur ajoutSe en Belgique. (With English sununary.) Pub, Fin./ 
Fin. Pub., 1967, 22(3), pp. 289-312. 

GlOHCETTt, A. La produttivit4 della spesa pubbh'ca nella gestione degli enti 
local!. (With English summary.) Risparmio, Sept. 1967, pp. 1614-34. 
Goodman, W. D. Royal Commission would tax as income gifts and inheri¬ 
tances of Canadians. Jour. Tax., June 1967, pp. 370-73. 

Grove, T. J. Taxation in Iran—the 1345 Tax Act. Bull, Internat. Fiscal Doc., 
Jan. 1968, pp. 10-19. 

Gupta, S. P. Public expenditure and economic growth—a time-series analysis. 
Pub. Fin./Fin. Publiques, 1967, 22(4). 

Haller, H. Wandlungen in den Problemen foderativer Staatsvvirtschaften. 
Finanzarchiv, Jan. 1968, pp. 249-70. 

HANiEKOvid, M. The taxation of foreign enterprises in Yugoslavia. Bull. Inter¬ 
nat. Fiscal Doc., Jan. 1968, pp. 3-9. 

Harris, E. C. What should Canada do with the Carter Report? Bull. Internat. 
Fiscal Doc., Dec. 1967, pp. 531-56. 

Hettlage, K. M. Probleme einer mehqiihrigen Finanzplanung. Finanzarchiv, 
Jan. 1968, pp. 235-48. 

Hibsch, H. Wirtschaftliches Prinzip und offentliches Intcres.se al.' Leitideen des 
Steuersystems. Finanzarchiv, Jan. 1968, pp. 5-36. 

Holloway, R. G. The reform of local rates. Bull. Internat. Fiscal Doc., Jan. 
1968, pp. 29-33, 

Keller, T. Merkliche oder unmerkliche Steuem? Finanzarchiv, Jan. 1968, pp. 

110 - 20 . 

King, D. A. and Lefkowitz, M. The finances of state and local governments. 
Surv. Curr, Bus., Oct. 1967, np. 20-32. 

Klein, F. Die verfassungsrecntliche Gcwahrleistung der gemeindlichen Fin- 
anzhoheit im Spiegel der Rechtsprechung. Finanzarchiv, Jan. 1968, pp. 271- 
90. 

Krzyzaniak, M. The long-run burden of a general tax on profits in a neoclassi¬ 
cal world. Pub. Fin./Fin. Publiques, 1967, 22 ( 4 ). 

Littmann, K. Kritische Marginalien zur Kontroverse "Iiidividuelle Veranlagung 
oder Haushaltsbesteuerung.” Finanzarchiv, Jan. 1968, pp. 174-86. 

Lotz, J. R. and Mohss, E. R. Measuring ‘‘tax effort” in developing countries. 

Internal. Mon. Fund Staff Papers, Nov. 1967, pp. 478-99. 

Mericot, j. Chronique fiscale frangaise. Rev. de Sci. Fin., July-Sept. 1967, pp. 
590-618. 

Miller, M. E. On the value added tax in Denmark and the European Eco¬ 
nomic Community and the renaissance of tax neutrality. Bull. Internal. Fiscal 
Doc., Oct. 1987, np. 431-50. 

Mombert, F. Problemes dc sociologie el d’^conomie fiscale. Rev. de Sci. Fin., 
July- Sept. 1967, pp. 441-78. 

Mondani, a. Alcune osservazioni sullo spostamento delle classi di reddito 
nella teoria dell’evasione fiscale. Riv. Intemaz. di Sci. Econ. e Com., Nov. 


1967, pp. 1071-84. , ^ 

Mote, M. E. The budget of Greater Leningrad, 1956-1960. Soviet Stud., Oct. 

1967, pp. 245-54. . ^ ^ ^ 

Oetterli, M. Die neue Vorlage fiir eine Steueramnestie. Wirtschaft und Rccht, 
1967,19(3), pp. 214-22. 
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PARR.v\aciNr, G. Sulla teoria delle scelte finanziarle. Giom. d. Econ., July-Aug. 
1967, pp. 521-47. 

Pferkot, G. La taxe selective sur I’emploi en Grande-Bretagne. Rev. de Sci. 
Fin., July-Sept. 1967, pp. 564-89. 

Plott, C. a method for finding “acceptable proposals” in group decision pro¬ 
cesses. Papers Non-Market Decision Making, spring 1967, pp. 45-00. 
PoHMtn, D. Einige Gesichtspunkte zur Familienbesteuenmg. Finanzarchiv, 
Jan. i968. pp. 139-7.3. 

PnicE, J. E. The “tax" burden of international organizations. Pub. Fin./Fin. 
Publiques, 1967, 22(4). 

Phyor, F. L. Elements of a positive theory of public expenditures. Finanzarchiv, 
Dec. 1967, pp. 405-30. 

Ramacicandryn, N. Ceylon’s tax system—some recent experiments. Pub. Fin./ 
Fm. Pub., 1967, 22(3), pp. 316-28. 

Rcviclio, F. The social security sector and its financing in developing coun¬ 
tries. Inteniat. Mon. Fund Staff Papers, Nov. 1967, pp. 500-40. 

Roberts, S. I. The force of attraction doctrine in the United States tax law to¬ 
day. Bull Internal. Fiscal Doc., Nov. 1967, pp. 487-500. 

Roskamp, K. W. Proportion, i! income taxation and risk-taking: the case of 
the “safety first” investor. Pub. Fin./Fin. Pub., 1967, 22(3), pp. 333-41. 
SsMii, A. C. The impact of governmental deficit financing on the growth of 
underdeveloped countries. Mississippi Valley Jour. Bus. Econ., fall 1967, pp. 
68-82. 

SAvrui.LSON, P. A, Indetcrminancy of govemmcnal role in public-good theory. 

Papers Non-Market Decision Making, fall 1967, pp. 47-48. 

S.VTO, K. Taxation and neo-classical growth. Pub. Fin./Fin. Pub., 1967, 22(3), 
pp. 346-70. 

ScHEREB, J. The report of the President’s Commission on Budget Concepts: a 
review. Fed. Res Bank of New York Mo. Rev., Dec. 1967, pp. 231-38. 
.ScHMtUT, K. Das Leitstungsfahigkcit^rinzip und die Theorie vom proportion- 
alon Opfer Finanzarchiv, Dec. 1967, pp. 385-404. 

ScHMOLDERS, G. Dcr Staatsbiirger als Sleuerzahler. Finanzarchiv, Jan. 1968, pp. 
121-38. 

Sharkanskv, I, Government expenditures and public services in the American 
states. Am. Pol. Sci. Rev., Dec. 1967, pp. 1066-77. 

Spiro, E. The reasons behind the budget 1967-’68 (South Africa). Bull. In- 
temat. Fiscal Doc., Oct. 1967, pp. 451-53. 

Timm, H. Bemerkungen zur wirtschaftspolitisch orientierten nichtfiskalischen 
Bestcuerung. Finanzarchiv, Jan, 1968, pp. 87-109. 

Tobin, J., Pfchman, J. A. and Mieszkowski, P. M. Is a negative income tax 
practical.'^ Yale Law Jour., Nov. 1907, pp. 1-27. 

V^ahtiainkn, H. j. Valtiontalouden aulomatiikan opnihistoriallista tauslaa. 
(With English summary.) Kansantaloudellincn Arkakau.skirja, 1967, 63 ( 4 ), 
pp. 268-76, 

Waite, C. A. Federal programs for fiscal 1969. Surv. Cun. Bus., Feb. 1968, 

pp. 11-16. 

Weichmann, H. Finanzplanung als neue staatliche Aufgabe. Finanzarchiv, 
Jan. 1968, pp. 220-34. 

Weidfnbaum, M. L. The economic impact of an arms cut: comment. Rev. 
Econ. Stat., Nov. 1967. 

Wheeler, H. J. Alternative voting rules and local expenditure: the town meet¬ 
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Amano, a. Stability Conditions in the Pure Theory of International 

Trade: A Rehabilitation of Marshallian Approach, 

In the literature of pure theory of international trade several dis¬ 
tinct sets of stability conditions of trade equilibrium have been pro¬ 
posed under different assumptions as to the nature of dynamic ad¬ 
justment mechanism. Although these different sets of stability condi¬ 
tions contradict each other under various circumstances, no at¬ 
tempt has been made to clarify the economic implications of the ad¬ 
justment mechanism underlying each set of stability conditions. This 
paper attempts to develop a stability analysis of a competitive trad¬ 
ing system along the line suggested by Alfred Marshall. It is found 
that the lack of explicit specification of tire assumption concerning 
the behavior of competitive producers in the long-run adjustment 
process is the major cause of conflicts among different approaches. 
In fact, a slight extension of Marshalls analysis enables us to resolve 
several difficulties involved in the existing approaches, and to es¬ 
tablish a stability condition which is also applicable to the situation 
where trading countries are operating under concave transformation 
schedules. 

The proposed stability condition may be summarized as follows; 
Under the assumption that the trading system is stable in the short- 
run (where no adjustment in the levels of output takes place), the 
necessary and sufficient condition for the stability of long-run equi¬ 
librium (where adjustments in the levels of output are allowed) is 
either that the sum of the long-run elasticities of offer curves of the 
two countries must be greater than unity when the price elasticities 
of supply of import-competing industries in the two countries are of 
like sign, or that the sum of the long-run elasticities of offer curves 
must be less than unity when the price elasticities of supply of im¬ 
port-competing industries in the two countries are of opposite sign. 
Quart. Jour. Econ., May 1968, 82(2) English, Osaka University, 
Japan 


Bandera, V. N. Free Trade Argument and the Theory of Second 
Best. 

The argument relies on Marshall-Meade geometry to show the 
significance of the theory of second best or problems in international 
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commercial policy. Ricardo’s recommendation of free trade on the 
ba.si.s of the comparative cost doctrine is correct only in a “first best 
world ” where all P..ireto necessary conditions are met simulta¬ 
neously. If an inefficiency such as the domestic monopoly must be 
accepted as a constraint, optimization of welfare does not necessar¬ 
ily require free trade but a certain degree of “compensatory inter¬ 
vention” in the foreign markets might be justified. The article dem¬ 
onstrates that it is so not only from the standpoint of one country 
but also from the standpoint of the world. Interesting policy impli¬ 
cations follow. Kyklos, 1968, 2Z(1), pp. 120-28 (English). Boston 
College and Pavia University 


Ri^ck, S. W. Theory and Policy Analysis of Short-Term Movements 

in the Balance of Payments. 

This essay attempts to clarify in the context of a two-country 
model of spot and forward foreign exhange the role of short-term 
capital moscinents and forward exchange rates in the short-run ad¬ 
justment mechanism of the balance of payments. Three policy in¬ 
struments for responding to short-run disequilibrium are analyzed: 
reserve loss, foiward exchange policy, and interest rate policy. I de¬ 
rive the time path of policy response using each instrument to com¬ 
bat disequilibrium arising either from fluctuations in long-term capi¬ 
tal outflow or speculation. This leads to a comparison of the relative 
efiects of the instruments on piivate short-term capital flows and re¬ 
turn flows and on the current account balance. In this model forward 
policy is far from being a perfect substitute for cither interest policy 
or reserve loss, although it clearly has usefulness. The outcome for 
forward policy in particular depends on whether stocks or flows of 
private short-term foreign capital respond to the covered interest 
differential. Statistical estimation of flows in the Canadian balance 
of payments furnishes evidence in favor of the flow hypothesis and 
supplies parameter values for policy simulations in the model. Yale 
Econ. Essays, Spring 1968, 8(1), English. 


Dardis, R. InteiTnediate Goods and the Gain from Trade. 

Partial equilibrium analysis was employed to measure the gain 
from trade when both final and intermediate goods were protected. 
Two models were developed to measure the welfare cost of protec- 
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tion. The first model—final goods model—was concerned with cost 
estimation of final goods only while the second model—intermediate 
goods model—examined costs of protection in each sector. The con¬ 
cept of a compensatory tariff was employed to represent the compo¬ 
nent of the gross tariff on the final good which would compensate 
the industry for the higher prices of protected inputs. Deduction of 
the compensatory tariff from the gross tariff produced the net tariff 
which was the true measure of protection given to the final goods 
industry. Under certain assumptions the cost of protection was 
found to be the sum of the net production cost in the final goods 
sector and of the gross consumption and production costs in the final 
and intermediate goods sectors respectively. 

In the second part of the study the cost of protection of the feed- 
livestock sector in West Germany in 1960 was obtained. Absolute 
costs of protection for the two models ranged from $49 to $50 mil¬ 
lion while relative costs varied from 10 to 11 per cent of the change 
in producers’ surplus. The most interesting results of the intermedi¬ 
ate goods model were obtained by comparing the potential welfare 
gains of selective tariff reduction*?. Abandonment of protection in ei¬ 
ther sector reduced absolute costs by approximately the same 
amount but had different impacts on relative costs. The latter were 
unaffected by changes in the livestock sector but were nearly halved 
in the case of the feed-grain sector. The intermediate goods model 
also enabled cost of protection to be allocated betvi*een the two sec¬ 
tors. Rev. Econ. Stat., Nov. 1967, 49(4), English, Cornell University, 
Ithaca, N.Y. 


Emmingeb, O. Reserve Currencies and International Monetary 

Reform. 

None of the three main kinds of reserve assets, viz. gold, holdings 
of reserve currencies, and reserve positions in the IMF, is a perfect 
reserve instrument. Their supply is not geared to the global world 
needs of reserves, but is dependent on all kinds of exogeneous fac¬ 
tors. 

In the future, gold will probably provide only negligible amounts 
of new reserves. Balance-of-payments deficits of the reserve cur¬ 
rency countries are no longer acceptable as permanent sources of 
new international liquidity. Neither are reserve positions in the IMF, 
as a mere by-product of assistance operations for single deficit coun- 
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tries, a satisfactoi-y and reliable source for reserves. Over time, the 
deliberate creation of a new fiduciary reserve asset will become in¬ 
evitable. 

Whether the criticism of the present Gold-Exchange Standard is 
fully justified or not—in the eyes of the author it is not—it must real¬ 
istically be assumed that also in a future Reserve System with de- 
lilieratcly created reserve assets, a certain amount of reserve cur¬ 
rency holdings will continue to play a role as reserves. This throws 
up the problem of the coexistence of the different reserve elements 
and that of maintaining the stability of .such a multi-reserve system. 
As concerns the stability of the present reserve system, a kind of col¬ 
lective responsibility seems to have emerged over the last few years 
in the form of well-organised semi-permanent support systems set 
up by a group of leading countries. As a counterpait to this accep¬ 
tance of a common responsibility there has emerged, among the 
same group of counti'ies, a “Multilateral Surveillance” of reserve de¬ 
velopment and reserve policies. Zcitfchrift f. die Ges Staats., Oct. 
1967, 123(4), German. Deutsche Bundesbank, Frankfurt 


IIeu-ER, II. R. Some Evidence on the Burden of Balance of Pay¬ 
ments Adjustment. 

It has been argued by economists in both balance of payments 
surplus and deficit countries alike that their respective countries 
bore most of the burden of balance of pa)’mcnts adjustment. This 
paper argues that if one uses partial indicators of adjustment (like 
price level changes and unemployment rates) there is, indeed, room 
for substantial disagreement depending on the selection of the indi¬ 
cator. If, instead, attention is focused on aggregate absorption as an 
indicator of overall adjustment one finds that both surplus and defi¬ 
cit countries alike contributed towards the elimination of the exter¬ 
nal imbalances. To the extent that this adjustment process is costly, 
the burden of balance of payments adjustment was shared, too. 
Western Econ. Jour., Dec. 1967, 6(2), pp. 78-81 (English). Univer¬ 
sity of California, Los Angeles, USA 

Holmes, J. M. Tlie Purchasing-Power-Parity Theory: In Defense 
of Gustav Cassel as a Modem Theorist. 

This article reviews the Purchasing-Power-Parity Theory of Gus¬ 
tav Cassel from the point of view of Modem International Trade 
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Theory. Cassel's work can be viewed as formulating and testing an 
operational theory which is derived from a simultaneous system of 
equations. Cassel’s approach allows different exchange rate stan¬ 
dards to be incorporated within the same model precisely because 
the distinction is made between monetary and non-monetary deter¬ 
minates of the purchasing power of the currency of one country rel¬ 
ative to that of another. It is also because Cassel emphasizes tlie dis¬ 
tinction between governmental and private determination and con¬ 
trol of the exchange rate, that, viewed from today’s methodology, 
Cassel’s theory can be called modern and his contributions to inter¬ 
national trade theory deserve to be reconsidered. 'The contributions 
of Balassa, Samuelson and Viner to the Purchasing-Power-Parity 
literature are also reviewed. Jour. Pol. Econ., Oct. 1967, 75(5), pp. 
686-95 (English). State University of New York at Buffalo 


Kindleherger, C. T. The Pros and cons of International Capital 

Market. 

’The advantages and disadvantages of an international capital 
market are discussed under three headings; Pareto optimality or ef¬ 
ficiency, balance-of-payments adjustment, and freedom of monetary 
policy. It is argued that freedom of capital movements is useful for 
efficiency, even in a second-best world. The answer to divergences 
between social and private costs and benefits owing to different na¬ 
tional policies is not to ban all movements, but to harmonize the rel¬ 
evant policies. This is what the Segre report recommends for the 
Common Market. It has relevance over a wider area. 

The paper rejects the argiunent that balance-of-payments adjust¬ 
ment can be achieved through a well-functioning market for long¬ 
term capital as Mundell and Ingram claim. On the contrary, it is 
held that long-term capital movements, except those which serve in 
international financial intermediation, require adjustment through 
movement of exchange rates, or, in a world of fixed exchange rates 
such as is helpful in stimulating the international capital market, tlie 
adjustment of national price levels. The short-term capital market, 
on the other hand, is a highly useful means of providing time for 
long-run adjustment. 

The strongest arguments against tlie international capital market 
is that it deprives separate countries of independence of national 
monetary policy. This is a cost of international economic integration. 
’The remedy is not for each country to hand determination of its 
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monetary policy over to the international capital market, but to 
evolve machinery, already existing in embryonic form, for the inter¬ 
national determination of monetary polic'y. Zeitschrift f. die Ges. 
Stoats. Oct. 1967, J23(4), English. Cambridge, Mass. USA 


KRAv^s, I. B. International Commodity Agreements to Promote Aid 

and EfBciency. the Case of Coffee. 

A relatively new idea is that of the commodity agreement as a 
means of promoting economic development. From this perspective 
the author evaluates the characteristics of the world coffee industry 
and the International Coffee Agreement (ICA). 

The agreement has not escaped the traditional difficulties which 
surround measures aimed at reducing exports. In effect, the mainte¬ 
nance of price at a level above the frec-market price has caused the 
inevitable overproduction; accumulation of stocks, and exports in ex¬ 
cess of quotas, have threatened the entire structure of the market. 
There has also been considerable inefficiency in the geographical 
division of coffee production. In fact, the exporter-countries could 
maintain their actual revenues, while reducing resource inputs. 

One way to overcome these difficulties is to impose an interna¬ 
tional levy on coffee. Such a levy w'ould permit a relatively high 
price to consumers which would ensure a higher price for the expor¬ 
ter-countries, while simultaneously reducing the prices which the in¬ 
dividual producers would receive, to a level sufficiently low to elimi¬ 
nate surpluses. As the levy would be the same for producers every¬ 
where, coffee would eventually come to be produced in the lowest- 
cost regions. Thus market forces, not quotas resulting from political 
negotiations, would determine the location of production. Such a 
levy could be introduced under the existing ICA agreements, and 
could take the form of a payment for the stamps which are now is¬ 
sued by the International Coffee Organization with an eye to the 
keeping of exports within the quotas. The implementation of the 
scheme, both politically and in terms of aid, would depend upon the 
use to which the revenue was put. But from the point of view of 
efficiency, the use of the funds does not matter, so long as the re¬ 
ceipts do not return to the hands of the coffee producer. Canadian 
Jour. Econ., May 1968, 1(2), English. University of Pennsylvania, 
USA 
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Kbeinin, M. E. Israel and the European Economic Community. 

Israel is the only semi-industrial country outside the EEC orbit, 
which applied for and is actively seeking some form of association 
with the Community. Indeed the Israeli government viewed the 
EEC as a powerful force working against its objectives in the areas 
of export promotion and economic growth. 

After surveying the nature and the reasons for Israel’s deep con¬ 
cern, this article estimates, quantitatively, the effect of the EEC on 
Israel’s balance of payments and economic welfare. It concludes that 
Israel’s citrus exports would be seriously hurt, while industrial ex¬ 
ports may be moderately affected. The adverse impact of the EEC 
on Israel’s economic welfare would be moderate, and confined to the 
citrus sector (static effect), and to certain dynamic influences in 
three major industrial branches. 

On the other hand it is shown that Israel can derive immense ben¬ 
efits in the areas of production, investments and allocative efficiency 
should she succeed in reaching an overall accomodation with the 
EEC. Quart. Jour. Econ., May 1968, 82(2) English. Michigan State 
University, USA 

Kreinin, M. E. Price Elasticities In International Trade. 

This paper attempts to estimate elasticities of substitution in in¬ 
ternational trade and import demand elasticities for several indus¬ 
trial countries, and for each of three groups of manufactured prod¬ 
ucts: chemicals (SITC category 5), machinery and transport equip¬ 
ment (SITC 7) and other manufactures (SITC 6 and 8). 

Using data for a three year period in the middle of the 1950s, an 
elasticity of substitution of —2.6 is estimated for all manufactures 
(SITC 5-8). But the figure obtained for SITC 6 and 8 is 2.6 times 
higher than that estimated for categories 5 and 7. At the same time, 
ordinary import demand functions (for 1954-1964) show the elastic¬ 
ity of U.S. demand for manufactured goods at —4 2. From this 
figure, combined with information on the import-consumption ratios 
of several countries, I computed import-demand elasticities for the 
EEC, U.K., Continental EFTA, Canada and Japan. The figure for 
each country is then broken into estimates for SITC categories 5 and 
7 and 6 and 8, based on the aforementioned ratio between the tw’o. 

The results obtained are preliminary in nature, and means are 
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suggested to improve on them through the use of better data. Reo. 
Econ. Stat., Nov. 1967, 49(4), English. Michigan State University, 
USA 

May, R. S. Earnings of United Kingdom and United States Direct 

Business Investments in the Less Developed Countries 1959-64. 

Earnings and earning rates arc significant factors in determining 
the effect of international business investments on the Balance of 
Payments and capital formation of recipient less developed coun¬ 
tries, as well as the “mutual acceptability” of such investments, but 
assessment has been hampered by the lack of empirical evidence. 
Supplementing official statistics with privately obtained data, how¬ 
ever, enables the author to calculate earnings and earnings rates for 
U.K. and U.S. direct investments between 1959-64 in a large number 
of countries, similar calculations are also made for categories of in¬ 
vestment by broad geographical area. Examination reveals consider¬ 
able diversity from country to country, a major influence being the 
composition of investments, sinc'c returns vary between categories, 
being much higher for investments of an extractive nature: special 
factors are, however, at work here, notably the unrealistically high 
posted price for crude oil. Various other factors are examined which 
might affect the rates, particularly the pi icing of intermediate goods, 
inflation and the rate of increase of investment. Royalties and man¬ 
agement and other fees are also reviewed. The average earnings rate 
indicated is moderate and is only slightly higher than that earned on 
investments in more advanced areas, the difference being due to 
greater weight of extractive investments. Reinvestment of earnings 
has been substantial. In conclusion, the implications of these findings 
for the "service charge” of international business investment arc dis¬ 
cussed. Scottish Jour. Pol. Econ., Nov. 1967, 14(3), pjr. 199-226 (En¬ 
glish). University of St. Andrews, UK 

Melvin, J. R. Capital Flows and Employment Under Flexible 

Exchange Rates. 

Tliis paper is a theoretical examination of the question of how 
capital flows affect the level of national income, and thus employ¬ 
ment, when exchange rates are flexible. The analysis uses compara¬ 
tive statics techniques, and assumes two countries operating under 
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the Keynesian assumptions of fixed domestic prices and wages, and 
a fixed interest rate. Domestic absorption is assumed to be a func¬ 
tion of real income and the price level, where price changes occur 
through changes in the price of imports brought about by the 
changes in the exchange rate. 

Following Fenner's analysis, capital inflows are divided into three 
types; capital inflows used to purchase newly produced domestic 
goods and services, capital inflows used to purchase foreign goods 
and services, and capital inflows used to purchase existing real or 
financial domestic asssets. An expression for the change in domestie 
income is derived from each kind of capital inflow, and it is found 
that no general statement can be made about the direction of the 
change in income for any of the three cases. In each case the sign of 
the change in income is found to depend crucially on the elasticity 
of demand for imports and on the degree to which imports and 
domestic production are substitutes. 

Some brief comments are made about the stability of the model 
and it is pointed out the Marshall-I..emer condition is necessary but 
not sufficient for stability. 

In the concluding section some preliminary remarks are made 
about the relationship between the conclusion of the paper and the 
work of Sohmen, Laursen and Mctzler, and Mundell. It is argued, 
for example, that Mundell’s conclusions regarding the effects of 
monetary and fiscal policy under flexible exchange rates with perfect 
capital mobility need not necessarily hold, and in fact it is possible 
that in an open economy monetary policy may be perverse. Cana¬ 
dian Jour. Econ., May 1968, 2(2), English. University of Western 
Ontario, London, Canada 


Mennes, L. B. M. a World Trade Model for 1970. 

This world trade model examines trade flows in 1970 between six 
country-groups (USA, Industrial Europe, semi-industrial countries, 
non-industrial countries, oil producing countries. Communist coun¬ 
tries) and seven groups of goods and .services (Food, Raw Material, 
Oil, Chemicals, Equipment, other Manufactures, Services) comprise 
ing together the whole of world trade in goods and services. For 
each country-group linearized Harrod-Domar type sector models 
have been drawn up which are linked by means of the trade flow. 

The model describes the world economy in 1970 and can deal 
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with variational problems in that year. Especially it describes the 
consequences of giving aid to under developed countries. The au- 
tlior concludes that aid coming from the United States is more effec¬ 
tive than aid coming from Industrial Europe. Welticirtschaftliches 
Arrhiv, Dec. 1967, 99(2), pp. 225-55 (English). Netherlands Eco¬ 
nomic Institute, Rotterdam 


PiEKARz, R. and Stekler, L. E. Induced Changes in Trade and 

Payments. 

This study derives the parameters needed to estimate the effect of 
an autonomous change in one country’s imports on world trade. 
From the experience of the 1952-1963 period, we obtain for each of 
the 12 major industrial nations and the rest of the world (as a 
group) least squares regres.sion e.stimatcs for two sets of parameters: 
(1) the impact of imports of a change in exports, and (2) the geo¬ 
graphic distribution of the import change. Incorporating these re¬ 
sults in a set of simultaneous equations, we find the impact of an 
exogenous change in the imports of a single country on the exports 
and trade balance of that country and all others. 

The findings show, that aside from the United States, all major in¬ 
dustrial countries adjust their imports to changes in export earnings. 
The intensity of this reaction varies directly with a country’s “re¬ 
serve adequacy.” World wide adjustment to an autonomous change 
in someone’s imports is extremely sensitive to the degree to which 
individual countries alter their imports in response to changes in ex¬ 
port earnings. Also, United States exports and balance of payments, 
as a rule, absorb a large portion of the world wide trade distur¬ 
bances generated by any country’s import change. 

Two policy conclusions relevant to current international economic 
problems follow from these findings. First, while small countries can 
reasonably assume that changes in their imports have little impact 
on their exports, the United States and, to a lesser extent. Great Brit¬ 
ain, Germany, Italy and Japan must consider counteracting reper¬ 
cussions on exports. To illustrate. United States measures to improve 
its balance of trade by cutting expenditures abroad will result, on 
average, in a United States export reduction equal to about half the 
initial change. Second, the willingness of the United States to absorb 
balance of payments changes through reserve movements has been 
an important stabilizing influence on world trade. A requirement 
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on the United States to adopt policy measures which adjust im¬ 
ports when exports fluctuate would tend to destabilize world trade, 
unless counteracted by changes in the international monetary sys¬ 
tem. Rev, Econ. Stat., Ngv. 1967, 49(4), English, Institute for De¬ 
fense Analyses, Arlington, Virginia 

PippKNGER, J. E. Exchange Rates, Interest Rates, and Capital Flows. 

The analysis extends the demand and supply of foreign exchange 
generated by the import and export of goods to include the demand 
or supply of exchange generated by capital flows, thereby providing 
an explanation of the interaction between exchange rates, interest 
rates, capital flows, and flows of goods. The analysis of capital flows 
is based on the premise that capital flows, like the exchange of 
goods, are the result of comparative advantage. Just as trade in goods 
tends to equalize relative prices of goods, capital flows tend to 
equalize the price of future goods in terms of present goods, i.e., 
tend to equalize interest rates. Western Econ. Jotirn., Dec. 1967, 
6(1), pp. 72-77 (English). University of California, Santa Barbara, 
USA 

Robinson, T. R. Canada’s Imports and Economic Stability. 

One way of viewing the role which an economy’s imports may 
play as an "economic stabilizer” is via the dampening effects which 
import propensities have on income-expenditure multipliers. In the 
present article the high sensitivity of overall Canadian imports to 
short-term fluctuations in the Canadian economy is examined, and 
the sources and magnitude of this sensitivity are traced to the be¬ 
havior of individual import categoreis. These individual characteris¬ 
tics are interpreted in terms of their effects on the magnitude of ex¬ 
penditure multipliers, and thus on the built-in stability of the sys¬ 
tem. 

A simple Keynesian income determination model, incorporating 
the disaggregation of imports by final demand categories, is pre¬ 
sented and used as a frame of reference. Multiple regression equa¬ 
tions are used to estimate short-term (cyclical) relationships be¬ 
tween imports and domestic output, by industrial (product-type) 
classifications, and these disaggregated data are reconciled with 
total import parameters estimated via direct total import demand 
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functions. Tables showing import propensities and elasticities bp c 
tegorics and for total imports are included. Import parameters by 
demand (end-use) categories are also discussed, and are used, along 
with estimates of the other parameters in the simple income model, 
to illustrate the differential effect of imports on the size of expendi¬ 
ture tnultiplicrs, depending on (he particular source of demand dis¬ 
turbance. Some conclusions regarding the built-in stability of the 
Canadian economy, and implications for the effectiveness of stabili¬ 
zation policy, arc pointed out. Canadian Journ. Econ., May 1968, 
1(2), English. University of Western Ontario, London, Canada 


Shannon, I. The Challenge of the International Monetary System. 

Any reform of the international monetary system should be con¬ 
sidered from both banking and economic points of view. Presently 
the pconomie needs are well .separated for the banking functions 
and in the process the economic requircmf'nts lend to be over¬ 
looked. But iundarnentally the international monetary system func¬ 
tions for economic ends, If banking and economic needs are con.sid- 
erccl jointly then the present po1i<'V. ciieled around getting the U.S. 
balance of payments into surirlus, is not desirable from the point of 
view of world economic growth. Because America is the single out¬ 
standingly rich country in the West it will have to supply the 
greater part of the capital flows needed to ensure a more evenly rich 
world. But the prc.sent monetary machinery makes this dilBcult if 
not impossible. After looking at the various alternatives for adapting 
the international monetary system to serve both economic and bank¬ 
ing needs it is concluded that an increase in the price of gold is the 
single effective technique. Zeitschrift f. die Ges. Staats., Oct. 1967, 
123(4), German. The Economist Intelligent Unit (Aust.) Pty. Ltd. 


SoDERSTEN, B. A.ND ViND, K. Tariffs and Trade in General Equilib¬ 
rium. 

The paper deals with the effects of tariffs in the standard trade 
model with two countries, producing and consuming two goods. The 
model used for the analysis is constructed in the form of a system of 
eleven equations in eleven unknowns, which permits an explicit gen¬ 
eral equilibrium treatment of the problem. The exogenous variables 
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are the tariffs of the two countries. A complete solution to the model 
is given to study the effects of tariff changes. 

The tariffs have a neat and unambiguous effect on prices: the 
terms of trade will always improve for the tariff-imposing country 
and the relative price of its importables will always increase. The 
difference between these results and established theory depends on 
the fact that earlier writers have confounded a redistribution prob¬ 
lem with the effect of tariff changes. A corollary of the 
Sodersten-Vind results for the effects of tariffs on income distribution 
is that the Stolper-Sainuclson theorem will always hold. 

The paper also gives the effects of tariff changes on real national 
income in the two trading countries, and a new formula is estab¬ 
lished for the optimum tariff. Am. Econ. Rev., June 1968, 58(3), En¬ 
glish. University of Lund, Sweden and the University of Copenha¬ 
gen, Denmark 


SwAMY, M. R. K. The Impact of Rupee Devaluation on Productiv¬ 
ity. 

The author attempts to examine the complex question of the im¬ 
pact of the Indian rupee devaluation on productivity by concentra¬ 
ting on the behaviour of not only the capital market, dealing with 
macro-dynamics, but also of the commodity market, dealing with 
micro-static economics, A detailed and a critical appraisal of India’s 
devaluation of the rupee in the years 1949 and 1966 is made, and it 
is discovered that the present economic evils in India are attributed 
to the Indian rupee devaluation of the year 1966; in so doing, the 
author examines the impact of the rupee devaluation not only from 
the internal stand point but also from the international point of view 
by throwing light on anti-productivity factors affecting India’s eco¬ 
nomic growth. From the international view point, the author expects 
a change in the direction of India’s export trade from the American 
and European sectors to the .African, the Middle Estern sectors 
owing to factors other than economic in nature. From the internal 
stand point, the author feels strong that there is excessive control of 
all facets of economic activity in India by Government that the 
country’s economic and moral conditions are decaying day by day, 
and that an average Indian citizen is under serious strains and 
stresses. The only people who have benefited most as a result of 
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the 1966 rupee devaluation are the highly unproductive members 
(momentary VIFs) of the Indian Government who are a liability to 
the great country of India. 

The author concludes that the green signal for India’s productivity 
and prosperity lies in promoting the growth of private enterprise. 
Zeitschrift fitr Nationaldhon., 1967, 27(4), pp. 460-474 (English). 
Poona, India 

Van Yplrsele de Struiou, J. M. Sharing the Defense Burden 

Among Western Allies. 

'Flic contributions this dissertation hopes to make are; (1) To an¬ 
alyse the basic theoretical concepts that must underlie a theory of 
international taxation when taxes are paid for the enjoyment of a 
public good. This is useful not only for the sharing of the defense 
burden among allies but also for other international public con¬ 
sumption goods which arc provided by the joint endeavors of sev¬ 
eral countries. (2) To value the defense burden borne by each 
Western country and discuss the valuation problems involved. (3) 
To test whether some countries are bearing too high a share of the 
common burden according to the criteria developed in this study. 
(4) To try to explain with the use of economic tools the difference 
in the relative defense burdens home by the NATO allies. Yale 
Econ. Efisays, Spring 1968, 8(1), English. 

Van Ypersele de .Smniou, J. M. Sharing the Defense Burden Among 

Western Allies. 

While defense expenditures of Western countries in earlier peri¬ 
ods served mainly nationalistic aims they now serve a more common 
purpose. The question has therefore arisen whether some countries 
were contributing too large and others too small a share of what has 
become a common burden. To answer this question it is necessary to 
define criteria for burdensharing among countries. We also need to 
have as precise an idea as possible of the present defense burden of 
each country expressed in comparable terms. This is the main pur¬ 
pose of this article. 

The author first assesses the cost of the defense effort to the devel¬ 
oped NATO countries. Among these costs he includes the opportu¬ 
nity cost of conscripts instead of their actual cost. He then analyzes 
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some of the strictly national benefits that countries derive from de¬ 
fense expenditures in addition to the common benefit—external secu¬ 
rity. The value of these joint products of defense expenditures 
should theoretically be deducted from the costs to obtain ^e burden 
borne for the provision of the common good. At the end of the arti¬ 
cle the actual burden borne by each country is compared with the 
proposed shares which are derived with respect to criteria devel¬ 
oped elsewhere. Rev. Econ. ir Stat, Aug. 1967, vol. 49 (4). English 
International Monetary Fund, Washington, D.C. 

Aiello, A. L’analisi delle scelte di politica commerciale in termini di “secondo 
ottimo.” Studi Econ., May-Aug. 1967, pp. 259-89. 
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Brigham, E. F. and Gordon, M. J. Leverage, Dividend Policy, and 

the Cost of Capital. 

Tlie last decade has produced some important advances in the 
theory of the cost of capital, particularly with respect to the cost of 
the two major sources of funds for corporate investment—retained 
earnings and long-term debt. However, not all the issues have been 
settled. Among those still outstanding, perhaps the most important 
aie whether the cost of debt and the cost of retained earnings are 
dependent upon or independent of a firm’s leverage and dividend 
policies. Die purpose of this paper is to state the primary alternative 
theories of the cost of debt and retained earnings in testable form, 
then to test these models using sample data drawn from the electric 
utility industry. 

Die fundamental equation used in the paper is the familiar prop¬ 
osition that the cost of equity capital is equal to the dividend yield 
plus the dividend growth rate. Although this proposition is generally 
accepted, its acceptance does not imply agreement on the relation¬ 
ship between cost of capital and divident or leverage policy. Con¬ 
flicting positions on these questions are consistent with the model. 
In fact, the major contribution of the paper is to show that particu¬ 
lar specifications of the basic model follow from each of the major 
conflicting theories. Depending on the theory, the relationship be¬ 
tween cost of capital and leverage and dividend policy will be linear 
or non-linear. Further, the acceptable range of the regression coeffi¬ 
cients for each of the conflicting theories is established in the theo¬ 
retical section. 

Die statistical tests show that the required rate of return increases 
with a corporation’s retention rate. Also, they show that the required 
rate of return increases with the firm’s leverage rate although the in¬ 
crease is smaller than would be true if investors were indifferent be¬ 
tween leverage on personel and corporate account. In view of these 
findings, we conclude that the cost of capital depends on how funds 
are raised, and that the value of a corporation’s stock depends on its 
financing policy. Jour. Finance, March 1968, 23(1), English. Univer¬ 
sity of California at Los Angeles and University of Rochester 
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Brocxhoff, K. Economic Activity and Business Failure ( Unterneh- 
menzusammenbriiche und Konjunktur; zum induzierten Untemeh- 
menswachstum). 

The objective of this paper is to attempt to specify a relation be¬ 
tween the level of economic activity and the losses of business which 
are reported. The latter include all bankruptcies and agreements 
with creditors which are handled in the courts. 

Taking changes in turnover and the losses as the variables one 
finds that in the German Reich a logistic function can be fitted to the 
data quite well. Taking into account the length of time bankruptcy 
cases are held in courts, the relationship proves to be even stronger. 
The same does not seem to hold in a rigorous sense for the Fed¬ 
eral Republic of Germany between 1950 and 1960. Unfortunately, 
this period cannot be prolonged due to new techniques of collecting 
tile data, which started in 1961. However, looking at the best fit 
to the data one can get, one discovers that for 4 consecutive years 
after 1952, there occur only positive residuals. The lack of any large 
fluctuations in the turnover figures, the well-known fact that the 
probability of failure in business is not independent of the age of a 
firm, and the assumption that there were more than usual new 
firms founded prior to 1952, jointly may explain this observation. 
In the long run then, after excluding such efiFects, one might specu¬ 
late on using the logistic function as an c.xplanation of the data for 
the time after 1950, too. Zeitschrift f. die Ge. Stoats., Oct. 1967, 
123(4), German. University of California, Berkeley and Universitat 
Bonn 


Gragg, J. G. and Malkiel, B. G. The Consensus and Accuracy of 

Some Predictions of the Growth of Corporate Earnings. 

This paper examines the characteristics of a .sample of security an¬ 
alysts’ predictions of the long-run earnings growth of corporations. 
The extent of agreement among the diflFerent predictions is consid¬ 
ered and their forecasting ability is assessed. 

Evidence has recently accumulated that earnings growth in past 
periods is not a useful prediction of future earnings growth. The re¬ 
markable conclusion of the present study is that the careful esti¬ 
mates of the security analysts participating in this survey, the bases 
of which are not limited to public information, perform little better 
than these past growth rates. Moreover, the market price-earnings 
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ratios themselves, which may be interpreted as implicit predictions 
of expected growth, were no better than either the analysts’ fore¬ 
casts or the past growth rates in forecasting future earnings growth. 
Jour. Finance, March 1968, 23(1), English. University of British 
Columbia, Canada and Princeton University, USA 

Elton, E. J. .and Grxibeh, M. J. The Effect of Share Repurchase on 

the Value of the Firm. 

In recent years corporate repurchase of their own stock has ex¬ 
ceeded in dollar amount corporate issuance of new .shares. The in¬ 
creased importance of share repurchase has brought forth an in¬ 
creasing volume of articles which have used a combination of specu¬ 
lation and management survey to explain this phenomenon. 

This article examines the effect of share repurchase in terms of a 
stockholder wealth maximization model. The model takes into con¬ 
sideration such market imperfections as transaction costs, taxes, and 
differences among stockholders. From the wealth maximization 
model we are able to derive an expres.sion which both shows the op¬ 
timal form of ca.sh disbursement for any firm and reveals several 
new reasons which help to explain the increasing importance of share 
repurchase. The results of the theoretical analysis are illustrated 
with data for two actual firms. Jour. Finance, March 1968, 23(1), 
English. New York University 


Kama, E. F, Risk, Return, and Equilibrium: Some Clarifying Com¬ 
ments. 

William Sharpe (“Capital Asset Prices: A Theory of Market Equi¬ 
librium under Conditions of Risk,” Journal of Finance, September, 
1964) and John Lintner (“Security Prices, Risk, and Maximal Cains 
from Diversification,” Journal of Finance, December, 1965) have re¬ 
cently proposed models directed at the following questions: (a) 
What is the appropriate measure of the risk of an individual capital 
asset (common stock, bond, etc.)? (b) What is the equilibrium rela- 
tion.ship betw'een this measure of the asset’s risk and its one-period 
expected return? Lintner contends that the measure of risk derived 
from his model is different and more general than that proposed by 
Sharpe. In replying to Lintner, Sharpe agrees that their results are 
in some ways conflincting and that Lintner’s paper supersedes his. 



487 


Subjects 

TTiis paper shows that in fact there is no conflict between the 
Sharpe-Lintner models. Properly interpreted they lead to the same 
measure of the risk of an individual asset and to the same relation¬ 
ship between an asset’s risk and its one-period expected return. Tire 
apparent conflicts discussed by Sharpe and Lintner are caused by 
Sharpe’s concentration on a special stochastic process for describing 
security returns which is not necessarily implied by his asset pricing 
model. When applied to the more general stochastic processes that 
Lintner treats, Sharpe’s model leads directly to Lintner’s conclusions. 
lour. Finance, March 1968, 23(1), English. University of Chicago, 
USA 

Hexteb, J. L. a Test of Hammer’s Demand for Physical Capital 

Model Using Firm Data. 

’Tile purpose of this paper was to test F. S. Hammer’s model The 
Demand for Physical Capital: Application of a Wealthmodel, 1964 
using firm data. Hammer derived the model using firm behavior as¬ 
sumptions, but tested it using aggregate data. The data used here 
was Standard and Poor's Compustat which is basically balance sheet 
and income statement data. 

Hammer’s theory that profits should be entered as a yield vari¬ 
able, and that the expected yield on physical capital and the interest 
rate are of equal importance are supported by the empirical results. 
four. Finance, March 1968, 23(1), English. University of Maryland, 
USA 

Jean, W. H, On Multiple Rates of Return. 

'This paper is an investigation of the mathematical characteristics 
of rate of return computation with specific reference to those situa¬ 
tions where multiple solutions (rates) may be encountered. By the 
use of the Budan Theorem those situations are limited. Three cases 
are treated: negative inflows in the first of an investment project’s 
life; negative inflows at the end of the life; and negative inflows in 
the middle of the life. Using the assumption that the sum of the cash 
inflows is greater than the price of the project it is proved than only 
in the third case (negative inflows in the middle of the project life) 
are multiple positive rates of return possible. Jour. Finance, Maich 
1968, 23(1), English. The University of Southern California, USA 
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Totnovsky, S. J. The Allocation of Corporate Profits Between Divi¬ 
dends and Retained Earnings. 

Existing literature studying the allocation of corporate profits has 
derived behaworal relationships for divided payments and treated 
retained earnings as a residual. In this paper, as well as estimating 
equations describing dividend payments, we also derive behavioral 
relations for retained earnings. Even though retained earnings may 
be a residual they will be still governed by some behavioral relation¬ 
ship which presumably will reflect the passive role they play in the 
allocation decision. The model used in tliis paper is the usual lagged 
adjustment model, where investment in plant and equipment is also 
included as an explanatory variable. 

The results lend strong support to the existing view that retained 
earnings are determined as the remainder after dividend payments 
have been made. First, reaction coefficients are slower for retained 
earnings than for dividends. Second, retained earnings are closely 
related to changes in profits, as well as levels, indicating that tliey 
are largely determined by transitory components of profits. Third, 
the distributed lag for retained earnings implied by the lagged ad¬ 
justment turns out to be degenerate so that they are in fact deter¬ 
mined by current profits and not by a geometrically declining 
weighted average of present and past profits. Fourth, the investment 
variable is relatively insignificant which implies that decisions to re¬ 
tain profits are not influenced very substantially by desires to finance 
investment internally. 

The conclusions emerging from this study agree closely with tlie 
prevalent views. However, it is felt that more insight into corporate 
dividend and retained earnings behavior is gained by studying both 
elements. Rev. Econ. Stat, Nov. 1968, 49(4), English. Harvard Uni¬ 
versity 

Allkrdice, F. B. and Farrar, D. E. Factors that affect mutual fund growth. 

Jour. Fin. and Quant. Analysis, Dec. 1967, pp. 365-82. 

Byrne, R. Charnes, A. Cooper, W. W. and Kohtanex, K. A chance-con¬ 
strained approach to capital budgeting with portfollio type payback and 
liquidity constraints and horizon posture controls, jour. Fin. and Quant. 
Analysis, Dec. 1967, pp, 339-64. 

Dumoulin, a. Le support doctrinal et th6orique des subventions publiques aux 
investissements dcs entreprises. Rev. de Sci. Fin., July-Sept. 1967, pp. 523-63. 
Fitzgerald, P. J. The outlook for the securities market. Univ. Wash. Bus. Rev., 
autumn 1967 suppl., pp. 23-36. 

Follmi, T. Theorie und Praxis der Aktienindizes. Schweiz. Zeitschr. f. 
Volkswirtschaft und Slat., Dec. 1967, pp. 466-89. 
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Gbeeb, C. C. The optimal acceptance policy. Jour. Fin. and Quant. Analysis, 
Dec, 1967, pp. 399-416. 

Jones, L. A. Tne farmowners insurance package. Agric. Fin. Rev., Nov. 1967, 
pp. 14-22. 

Wahlen, F. Die Bedeutung des Bankkredites fiirden Gewerbetreibenden, Wirt- 
schaft und Recht, 1967, 19(3), pp. 201-13. 

West, R. R. “Homade” diversification vs. corporate diversification. Jour. Fin. 

and Quant. Analysis, Dec. 1967, pp. 417-20. 

Whittaker, J. What level for share prices? Lloyds Bank Rev., Jan, 1968, pp. 
1-14. 

Wrichtsman, D. Pension funds and economic concentration. Quart. Rev. Econ. 
& Bus., winter 1967, pp. 29-36. 



Business Organization; Managerial Economics; 
Marketing; Accounting 


Abki?g, C. J. Forecasts, Uncertainty and Decision-Making. 

Tlic purpose of this paper is to discuss the relations between fore¬ 
casting techniques and decision making under uncertainty. At first is 
given a short description of ordinary econometric forecasting tech¬ 
nique's (both point and interval forecasts) and various ways to treat 
the exogenous (conditioning) variables are considered. After that 
follows a discussion of the Tinbergen—Hansen, end-mean models, 
which represent a special solution to the problem of decison-making 
in the context of economic policy. The various approaches to the 
general jiroblcm of decision strategies in the case of an uncertain fu¬ 
ture are treated in the next section and an attempt is made to re¬ 
late the econometric techniques to this general approach. Stvedish 
Jour. Econ., Dec. 1967, 69(4), pp. 248-62 (English). The Ministry 
of finance, Stockholm 

Comanor, W. S, and Wilson, T. A. Advertising Market Structure 

and Performance. 

Industry profit rates describe an important element of market per¬ 
formance and arc also a measure of the existence of market power. 
In this study, therefore, we examine the joint effect of advertising 
and other structural variables upon profit rates. Tlie latter variables 
include concentration, the rate of growth of demand, economies of 
scale, and the absolute amount of capital required for entry. 

The primary finding is that advertising has a statistically signifi¬ 
cant and quantitatively important impact upon profit rates. Indus¬ 
tries with high advertising outlays earn, on average, profit rates 
which exceeds those of other industries by nearly four percentage 
points, which represent a fifty percent increase in rates of return. It 
is likely, moreover, that much of this profit rate differential is ac¬ 
counted for by the entry barriers created by advertising expendi¬ 
tures and by the resulting achievement of market power. 

We find also that there is a significant joint impact on profit rates 
of concentration and the entry barrier created by scale economies 
and high capital requirements. Although the composite eEect of 
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these factors is clearly important, a more precise indication of the 
distinct efiEect of any of these variables is hazardous because of the 
high degree of colinearity. Furthermore, the rate of growth of de¬ 
mand has a statistically significant impact on profits. Models which 
incorporate these variables fit the underlying data reasonably well 
and account for approximately fifty percent of the variation in in¬ 
dustry profit rates. Rev. Econ. Stat., Nov. 1967, 49(4), English. 


Ehkenbebg, a. S. C. and Goodhardt, G. J. A Comparison of Ameri¬ 
can and British Repeat-Buying Habits. 

Repeat-buyer patterns under stationary no-trend conditions for a 
variety of brands of frequently bought consumer products in the 
United States have been examined. The patterns are of the same 
kind as those found to occur in Great Britain, which have in the past 
been successfully described by the NBD/LSD theory of repeat buy¬ 
ing. Jour. Marketing Resc.arch, Feb. 1968, 5(1), pp. 29-33 (En¬ 
glish). Aske Research, Inc., New York 


F 1 .S 11 EH, R, G., WiLUAjvis, W. T. AND Lance, G. N. An Application 

of Techniqvies of Numerical Taxonomy to Company Information. 

The study of oligopoly presupposes that we can talk meaningfully 
of a “group” of firms; analysis of industrial concentration, the identi¬ 
fication of industry leaders, and the study of competitive processes 
all require as a first step the distinction between an individual firm 
or group of firms and the rest of the industry (however defined). No 
effort has been made, however, to identify those characteristics 
which should be taken into account as a basis for classifying firms. 

It is shown in this paper that it is possible to classify with respect 
to a conceptually unlimited number of variables, and to produce a 
single set of groupings which takes into account all that is knov\n 
about the individuals. '^The techniques arc demonstrated on a sample 
of twenty-three firms drawn from the Australian chemical indus¬ 
try, and use infonnation concerning financial strength, ownership, 
product range, stock behaviour, age, competitive position, rc.search, 
diversification, and integration. Fifteen different classifications are 
undertaken, using different sorting strategies and measures of like¬ 
ness among the &ms, and diflferent arrangements of the same set of 
basic data. As a result of a comparison among the diflferent classifi- 
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cations, a conclusion is reached concerning the type of data that is 
best suited for the taxonomic analysis of an industry, and the classi- 
ficatory techniques which should be used to produce the most mean¬ 
ingful results. Econ. Record, Dec. 1967, 43(104), pp. 566-87 (En¬ 
glish). Australian National University, and C.S.I.R.O., Canberra 


Hakcotjrt, G. C. Investment-Decision Criteria, Investment Incen¬ 
tives and the Clioicc of Technique. 

This article analyses the relative capital-intensities which result 
from the use of three investment-decision rules—the present value 
rule, payoff period criterion and accounting rate of profit rule—in a 
situation characterised by a common technology, given expectations 
about changes in product prices and wages, first, in situations in 
which taxation and investment incentives are ignored, and, secondly, 
in which they are introduced, both in a simple way and as they have 
been in the United Kingdom. The main conclusions arc (1) that in 
both situations, the pay-off period criteria often results in the choice 
of a more capital-intensive technique than the other rules. Nothing 
general can be said about the other tAvo rules. (2) 1'axation by itself 
results in less capital-intensive techniques being chosen by the first 
two rules but has no effect with the third. (3) Investment incentives 
result in more deepening than otherwise would have occurred if the 
first two rules are used but can liave a “perverse” effect if the ac¬ 
counting rate of profit rule is used. (4) If at the time when the cor¬ 
poration tax and cash investment grants were introduced in the U.K. 
a firm changed from using the pay-off period to using a D.C.F. 
procedure it may well choose less capital-intensive techniques than 
otherwise would be the case. Econ. Jour. March 1968, 78(309), En¬ 
glish. Trinity Hall, Cambridge, England and University of Adelaide, 
Australia 

ICsAtKHsarEN, D. R. The Influence of Ownership and Control on 

Profit Rates. 

Robert J. Lamer has demonstrated that there has in fact been a 
“managerial revolution” in process in the U. S. over the last 30-40 
years. The data on which this conclusion was based were tlie extent 
of management control among the 200 largest nonfinancial corpora¬ 
tions bodi in 1963 and in 1929 when the Berle and Means study ap¬ 
peared. 
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The present study extends Lamer s analysis to determine whether 
the extent of management control exerts an important influence on 
the rate of return in these firms. The author submits that it generally 
does not, and support for this contention forms the primary subject 
matter of the paper. In addition, the variables that are important in 
explaining inter-firm profit rates are demonstrated empirically with 
both simple and multivariate statistical techniques. 

The main conclusions of the study are (where average profit rates 
on equity were in all cases the dependent variable): 

(1) Two of the management-related variables with which Lamer 
was concerned—type of (“ultimate” control: management of other¬ 
wise, and change in size: whether a firm was a member of 200 larg¬ 
est firms in 1929 and 1963—do not appear to "explain” very much of 
the variation in profit rates among the 200 largest nonfinancial com¬ 
panies. However, a "dummy” variable measuring whether there had 
been a change in “ultimate” control from non-management to man¬ 
agement had a positively significant correlation coefficient in all of 
the multiple regressions. While not specifically or systematically 
tested for in this study, this conclusion is apparently at variance 
with most of the non profit maximization theories of the firm that 
stress the importance of the nonpecuniary motives of managers. 

(2) Apart from the change of control, the variables which seem 
to be the proximate determinants of rates of return and for which 
substantial theoretical supjxrrt can be given are total assets, barriers 
to entry, and the industry growth rate. Another variable which was 
statistically important, but which is theoretically unappealing, is the 
level of sales revenue. Am. Econ. Rev. June 1968, 58(3), English. 
University of Missouri, USA 


Kiesung, H. J. The Potential Costs of Alternative Decision-Making 

Rules. 

This paper comprises a criticism and reconstruction of one aspect 
of the group decision-making model set forth in The Calculus of 
Consent by James Buchanan and Gordon Tullock. 

According to Buchanan and Tullock (hereafter referred to as 
BT), there are two types of decision-making costs—“external,” which 
are potential costs of the individual of having decisions made by 
other members of his group, and "decision-making,” which are the 
costs of obtaining a viable agreement among enough members of tlie 
group to satisfy the decision-making rule. BT hypothesize that, as 
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group size increases, decision-making costs (per capita) increase, 
while external costs (per capita) do not change, which means that 
larger groups are, other things equal, less efficient at making group 
decisions. 

The argument in this paper is that the BT “decision-making” cost 
1 unction is composed of two distinct types of cost which should be 
made separate in the analysis and that when this is done, the con¬ 
clusion with respect to increases in group size is no longer correct. 
Tims, the “decision-making” cost concept can be broken down into 
“time and effort” costs of deliberation and “strategic bargaining” 
costs. Tlie latter obtain when voters withhold agreement to a bar¬ 
gain for the purpose of gaining a disproportionate share of the bene¬ 
fits. A case is then made to show that the “strategic bargaining” 
component decreases with increases in group size, since larger 
groups require tfie collusion of a larger number of voters to block a 
decision at any given percentage (i.e., majority, two-thirds, etc.) 
rule. With a reformulated model of three functions, one of which is 
decreasing, no conclusions are possible with respect to the relation¬ 
ship of decision-making costs to group si/e without knowing the em¬ 
pirical values of the functions. 

A final section of the paper is devoted to restructuring the model 
such that “strategic bargaining” costs arc made part of external 
costs, which is, according to the author, where they belong. Public 
Choice, Spring 1968, 4, pp. 46-55 (English). Bloomington, Indiana 


Loasby, B. J. Managerial Decision Processes. 

Economic theories of decision-making usually ignore the costs of 
taking and implementing decisions. But the prorcss of decision-mak¬ 
ing requires the investment of scarce resources. It is therefore useful 
to distinguish a (low-cost) decision to review from the (more ex¬ 
pensive) substantive decision which may follow it; and also to dis¬ 
tinguish short-period decisions, made within a given context of as- 
•sumptions and procedures, from long-period decisions by which 
these assumptions and procedures are prescribed. 

Cyert and March have provided a model for short-period deci¬ 
sions, in which the stimulus comes from below-standard perfor¬ 
mances and leads to a sequential search for solutions. This model 
seems to be a good representation of business practice. It also helps 
the tendency to neglect long-period decisions, for which, however, 
tibere are other important reasons. 
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Four necessary conditions are then suggested for the initiation of 
a decision-process—conditions which are most obviously relevant to 
long-period decisions, but which apply to short-period decisions too. 
They are; the realisation that a problem or opportunity exists 
(which is a question of perception, not merely of fact); the accep¬ 
tance of responsibility for action; some apparent prospect of success; 
and an adequate incentive (for which profit-maximisation provides a 
special case). The circumstances leading to the Fawley productivity 
agreements are taken as an example. 

Finally, the alternatives of sequential and comprehensive search 
for long-period solutions are briefly considered, and the practical 
and theoretical importance of distinguishing different types of de¬ 
cision is stressed. Scottish Jour. Pol. Econ., Nov. 1967, 14[2>\ pp. 
243-55 (English). University of Stirling, UK 


Nannfj, a. The Impact of Advertising Spending Upon Investment 
Decision of the Firm (Gli effetti deUe spese di puhblicitd sulle 
decisioni d’investimento deU’impresa). 

The scarce realism of neoclassical production theory, as shown 
by studies in oligopoly and imperfect competition, and the diffusion 
of motivational analysis of management behavior gave rise to a new 
course in the theory of the firm, assuming that the entrepreneur is 
not moved by the profit maximi7ation motive. Different static mod¬ 
els have been proposed to explain the targets and the working of the 
firm; one of tlie best known being W. J. Baumol's. 

The article discusses, with reference to the main economic theo¬ 
ries of the firm, the possible impact of renouncing the profit maximi¬ 
zation hypothesis upon investment decision at a microeconomic level, 
when the demand curve can be altered by advertising and the firm 
seeks to maximize sales, under the restraint of a minimum profit 
level. L’industrui, July-Scpt, 1967, (3), pp. 376-85, (Italian). 

Ni'umann, M, Conglomerate Mergers and the Degree of Monopoly 
(Konglomerate Konzentration und der industrielle Monopolisier- 
rungigrad). 

Contrary to the Marxian prophecy that the capitalistic economy is 
bound to attain ever increasing degrees of monopoly in this paper a 
more optimistic view is given. Ilie first proposition is tliat con¬ 
glomerate mergers made by transforming the formerly prevalent 
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simple competition into a multiple one, give way to a more vigorous 
competition. Under multiple competition a firm’s market defined by 
the power of penetration extends the boundaries of a single con¬ 
sumer market, where consumer markets are defined by gaps in the 
chain of .substitution. Tlie second proposition states that the emer¬ 
gence of multiple competition is due to some corrective forces of a 
capitalistic economy. Under simple c-ompetition barriers to entry fre¬ 
quently helped conserving once attained degrees of monopoly. After 
various waves of mergers, however, giant firms had come into exis¬ 
tence. This very event made a good many barriers to entry become 
more and more ineffective. The now possible entry into existing or 
newly created consumer markets made for a diversification across 
the borderlines of formerly separated markets. Thus the number of 
actual or potential competitors in a single consumer market could 
increase. Multiple competition, however, is confined to the giant 
firms. Therefore, what the corrective forces have brought forth, is 
only a second best solution. Zeischrift f. die Ges. Stoats, Oct. 1987, 
223(4), Universitiit Kdln, Germany 


Rich, S. U. and Jain, S. Social Class and Life Cycle as Predictors 

of Shopping Behavior. 

Traditionally it has been held that consumers in different social 
classes and in various stages in the family life cycle exhibit different 
patterns of buying behavior. Iloxvever, recent changes in social and 
economic circumstances of consumers such as increase in di.scretion- 
ary income, leisure time, opportunities for higher education, and 
movements to suburbia have had a leveling effect and have blurred 
many of the earlier distinctions in buying behavior. 

The data supporting the authors’ findings are based on 1,056 per¬ 
sonal interviews conducted with a probability sample representing 
all females 20 years of age and older who resided in households in 
the Cleveland Standard Metropolitan Statistical area. 'The two major 
variables of social class and family life cycle were used, against 
which a wide variety of shopping behavior traits were measured. 
An index of class status characteristics was used, which incorporated 
the amount of family income, occupation, education of family head, 
and dwelling area. In measuring life cycle, the following breakdown 
was used: under 40, without children; under 40, with children; 40 
and over without children; 40 and over with children. This gave a 
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measure of the effects of age, married status, and presence of chil¬ 
dren in the household, all important determinants of shopping be¬ 
havior. 

Some of the shopping behavior patterns on which social class had 
little or no effect were: interest in fashion, as expressed by attempts 
to keep the wardrobe up to date; regularity of looking at newspaper 
ads for sources of shopping information; influence of friends on 
shopping; and overall enjoyment of shopping. Fashion interest and 
shopping enjoyment were likewise not affected by life cycle. In some 
instances, such as downtown shopping and shopping frequency, 
there were differences in behavior among social classes, but in the 
opposite direction from what traditional research had indicated. 
Jour. Marketing Research, Feb. 1968, 5{1), pp. 41-49 (English). 
University of Oregon and University of Dayton 


Robertson, T. S. and Kennedy, J. N. Prediction of Consumer Inno¬ 
vators; An Application of Multiple Discriminant Analysis. 

In the problem posed by this study, the two groups concerned 
were innovators and non-innovators. Review of the innovative be¬ 
havior literature from several disciplines suggested probable charac¬ 
teristics of consumer innovators. These characteristics were then 
measured for consumer innovators and non-innovators and multiple 
discriminant analysis was applied to test the value of the composite 
of characteristics for predictive purposes and to test the discriminat¬ 
ing value of each individual characteristic. 

Research was conducted within one reasonably well-defined so¬ 
cial system—a middle-class suburban community of Chicago. Inno¬ 
vators were operationally defined as the first 10 percent of the com¬ 
munity’s members to adopt a small home appliance innovation 
under investigation. Non-innovators were identified by lack of prod¬ 
ucts purchase. The sample consisted of 100 respondents, 60 innova¬ 
tors and 40 non-innovators, selected using a systematic sampling 
procedure which achieved an 80 percent response rate. In-home per¬ 
sonal interviews were conducted by professional interviewers with 
the female head of household who was chosen as the “spokesman” 
for each family consumption unit. 

Findings were that two variables, venturesomeness (willingness to 
take new product risks) and social mobility (movement up the so¬ 
cial class hierarchy) accounted for some 64 percent of the innovative 
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behavior “difference” between innovators and non-innovators. Char- 
acteristic.s that were also important were social integration (amount 
of participation wath others), privalegedness (financial standing rela¬ 
tive to other community members), and localism (orientation to¬ 
ward the local community). The discriminant equation was found to 
successfully predict innovators (F test significant at .05 level). Jour, 
yiarketing Research, Feb. 1968, 5(1), pp. 64-69 (English). Univer¬ 
sity of Cialifomia, Los Angeles and Illinois Bell Telephone Co. 

SenooLER, R. D. AND W'lLDT, A. R. Elasticity of Product Bias. 

This ai tide establishes the presence of product bias on the basis 
of national origin and, from that base, measures for a single product 
the effect on the selection decision of interaction between product 
bias and price differential, thereby establishing the concept and 
measure of the elasticity of product bias. 

A sample of 236 respondents was randomly divided into six 
groups of about equal sue. Each group examined and evaluated on 
an equal inteival, oidinal scale two pieces of glassware, one labeled 
“Made in Japan,” the other “Made in U.S A.” The labels were au¬ 
thentic but the products were identical pieces from a domestic man¬ 
ufacturer. After completing the evaluation, respondents were pro¬ 
vided prices for the products and were asked to indicate a purchase 
preference. The price of the U.S. product remained constant while 
the price of the Japanese product varied with each sample group, 
thus providing a different price differential for each of the six 
groups. 

Of the 236 respondents, 172 (72 9 percent) were predisposed 
against the Japane.se product. Seventy-six percent of the 172 
switched to the Japanese product in response to differentials and 
significant differences were shown for the percent of the switchover 
respondents at successive differentials. An elasticity of product-bias 
curve is calculated for the test product 

The article demonstrates that for most consumers the effect of 
product bias on the selection decisions between similar, alternative 
domestic and foreign goods can be offset by manipulation of the 
price differential. Jour. Marketing Research, Feb. 1968, 5(1), pp. 
78-81 (English). University of Missouri 

Andrews, R B. and Volcmann, T. E. UNIPRODUCT: a pedagogical device. 

Calif Manag. Rev., winter 1967, pp. 65-70. 

Backman, J Is advertising wasteful? Jour. Marketing, Jan. 1968, pp. 2-8. 
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Becker, S. W, and Stafford, F. Some determinants of organizational success. 
Jour. Bus. Univ. Chicago, Oct. 1967, pp. 511-18. 

Becker, S. W. and Whisler, T. L. The innovative organization: a selective 
view of current theory and research. Jour. Bus. Univ. Chicago, Oct. 1967, 
pp. 462-69. 

Bierman, H. Jr. and Liu, E. The computation of earnings per share. Account¬ 
ing Rev., Jan. 1908, pp. 62-67. 

Brigham, E. F. The effects of alternative depreciation policies on reported 
profits. Accounting Rev., Jan. 1968, pp, 46-61. 

Byrne, R, F., Charnes, A. Cooper, W. W. and Kortanek, K. Some new 
approaches to risk. Accounting Rev., Jan. 1968, pp. 18-37. 

Buisseret, M. Du choix d’un equipement flectronique de gestion. Annales de 
Sci. Econ. Appliqu^es, Oct. 1967, pp. 417-35. 

Clark, J. J. and Ei.gehs, P. T. Misura dell’accuratezza nelle prevision! di 
vendita. (With English summary.) Riv. Intemaz. di Sci, Econ. e Com,, Oct. 
1967, pp. 946-60. 

Cox, W. E. Jr. Product life cycles as marketing models. Jour. Bus. Univ. Chi¬ 
cago, Oct. 1967, pp. 375-84. 

Evan, W. M. and Black, G. Innovation in business organizations; some factors 
a.ssociated with .success or failure of staff proposals. Jour. Bus. Univ. Chicago, 
Oct. 1967, pp, 519-30. 

Ferguson, j. M. Advertising and liquor. Jour. Bus. Univ. Chicago, Oct. 1967, 
pp. 414-34. 

Green, P. E. and Frank, R. E. Numerical taxonomy in marketing analysis; 
a review article. Jour. Marketing Research, Feb. 1968, 83-98, 

Haire, M. Approach to an integrated personnel policy. Indus. Rel., Feb. 1968, 
pp. 107-17. 

Hartmann, H. Unternehmertiun und Professionalisicrung. Zeitsehr. f. die Ges. 
Staatswiss., July 1967, pp. 515-40. 

Jehhing, J. J. A contrast between two approaches to total systems incentives. 
Calif. Manag. Rev., winter 1967, pp. 7-14. 

Kanerva, R. Tavaran kuljetusaffiniteetti ja kuljetusviilinccn kuljetu.sarvo 
kuljctuksen valinnan selittajin.i, (With English summary.) Liiketaloudellinon 
Aikakauskirja, 1967, J6(4), pp. 311-22. 

Knight, K. Is, A descriptive model of the intra-firm innovaUon process. Jour. 
Bus. Univ. Chicago, Oct. 1967, pp. 478-96. 

Lehtovuori, J. Kirjanpidon tcoriaa—III. (With English summary.) Liikcta- 
loudcllincn Aikakau.skirja, 1967, 16(4), pp. 338-49. 

Little, W. I. An integrated management approach to location analy.sis. 
Liiketaloudellinen Aikakauskirja, 1967, 16(3), pp. 207-21. 

Maciilup, F. (Miscellany) Corporate management, national interest, and be¬ 
havioral theory. Jour. Pol. Econ., Oct. 1967, pp. 772-74. 

McClure, P. J. and Ryans, J, K. Jr. Difference between retailers’ and con¬ 
sumers' perceptions. Jour. Marketing Research, Feb. 1968, pp. 35-40. 

McConnei.i,, j. D. Tlie development of brand lo)alty; an experimental study. 
Jour. Marketing Research, Feb. 1968, pp. 1.3-20. 

Mohavec, M. and Schreiner, P. J. Adjusting managerial acts to behavioral 
concepts. Calif. Manag. Rev., winter 1967, pp. 31-34. 

Mumey, G. a. Earnings probabilities and capital costs. Jour. Bus. Univ. Chi¬ 
cago, Oct. 1967, pp. 450-61. 

Norman, R. A. Business decision making: a phenomenological approach. Calif. 
Manag. Rev., winter 1967, pp. 59-64. 

Pasanen, j. Kiikokohtia yritysdemowratiasta. (With English summary.) Liikcta- 
loudellinen Aikakauskirja, 1967, 16(4), pp. 323-37. 
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PtLiKAN, P AND Kocanda, H The socialist enterprise as a participant in the 
market C^ech Leon Papers, 1967, (9), pp 49-63 

PfcTtns, L H Prologue to a thi'ory of business enterprise Mississippi Valley 
Jour Bus Leon , tall 1967, pp 1-21 

Planc HAiin f La notion de scrviec, facteur clc valorisaUon des activites de 
distribution Aiinalts de Sei Leon Appliquecs, Oct 1967, pp 389-415 

III iSMsN, A , Wi SKI'S, J P’ AND BwFA, L S A iHctliodology for the evaluation 
of prospective nnrgtrs and acquisitions Mississippi Valley Jour Bus Eeon, 
1 ill 1967, pp 55 67 

Hitti R W'ork goals of scientists and engineers. Indus Rel, Feb. 1968, pp 
IIS il 

Robebison, T S and Kennfdy, J N Prediction of consumer innovators ap- 
plitation of multiple discriminant analysis Jour Marketing Research, Feb 
1968, pp 64-69 

Sai’olsky, H M OrginiAatioml stnictiiro and innovation Jour Bus. Univ 
Chic igo, Oct 1967, pp 497-510 

ScHNiimn L 1 i investigation de einprcssas, ayer y ho). (Witli Enghsh sum¬ 
mary ) LtonotUKa, jan ^plll 1967, pp 3-16 

SciiwAUT?, E The rtfunding decision Jour Bus Univ Chicago, Oct 1967, 
pp 44S-49 

Siiit'SBo, II A. Irmosatmn lesisting and innovation-producing organizations 
Jour Bus Univ Chicago, Oct 1967, pp 470 77 

Simon, H A Piogrims as taclors of production Calif Manag Rev, winter 
1967, pp 15-22 

Simon, J L A huge nnikcting research tisk—birth control Jour Markebng 
Rest lull I tb 19()S, pp 21 28 

StMON, J L AM) C or r MHO, L rhe spnad of i cost fitc' business innovation 
Join Bus Univ C lilt ago, Oct 1907, pp 385 8)> 

Vlnio R II illitcikst n ji tilinf irk ist ijit ri taloudclliscn vastuiin vcrtailua 
(W)tli Inglidi suniinarv ) Liiketaloiidcllincn Aikakauskiqa, 1967, 16(4), 
pp '301 10 

Wldsthi, F a a model of vertical integiation strategy Calif Manag Rev, 
winter 1967, pp 49 58 

WiiniNc,, J AND Bauhi, R a Consumer goals and reactions to a communica¬ 
tion source (our Maiketing Research, Feb 1968, pp 73-77 



Industrial Organization; Government and Business; 
Industry Studies 

Abouchar, a. Rationality in the Pre-War Soviet Cement Industry. 

Between 1927 and 1940 Soviet railroad utilization as measured by 
annual ton-mileage rose by 408 per cent. Did this represent exclu¬ 
sively a necessary result of the increased pace of development or did 
it reflect an irrational demand for transport services as well? This ar¬ 
ticle answers this question through a case study of the impact of one 
industry’s operations on the demand for transportation. The cement 
industry was chosen for study because of its size and growth, its 
technology, which results in relatively simple cost structure and 
comparatively narrow regional cost variation, and its homogeneity of 
use in construction which makes demand ea.sier to anticipate than it 
is for other industries. 

Through a linear program analysis of transport utilization in 1936 
and less formal analyses of other years, this study shows that the in¬ 
dustry was efficient in its expenditure of transport in marketing the 
output of fixed facilities. However, a significant source of transport 
overexpenditure in the short run was to be found in a too permissive 
approach to product standardization. This promoted the production 
of low grade cements and led to higher tran.sport costs, as well as 
slightly higher production costs, per standard unit of concrete. 

The location of new production facilities was .still less ably man¬ 
aged than was the resolution of short-run problems. Cement produc¬ 
tion should tend to take place near the market and the production 
and consumption patterns should tend to converge over time for sev¬ 
eral reasons. However, the attraction of the market, which is ob¬ 
served in the American industry, did not result in the proper loca¬ 
tion pattern in the USSR. As a result, while production costs were 
7-9 per cent lower than they would have been under a more market- 
oriented location pattem, total delivered costs were about 40 per¬ 
cent higher than they would have been with a more rational location 
pattern. Since many other industries were more difficult to plan be¬ 
cause of their more complicated production cost functions and since 
demand for their products is more difficult to project, their location 
was probably more wasteful of transport per ton of output, although 
such overexpenditure may have been less than that in the cement in¬ 
dustry when related to the respective total delivered ruble costs. 

501 
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Several possible explanations for the irrational location of this in¬ 
dustry are explored and it is concluded that it resulted primarily 
honi failure to take sufficient account of total transport costs and 
OTnphasis on miniini/ation of production costs only. ITiis neglect of 
transport costs may have been abetted by the pre'1939 rail rate 
structure which encouraged long hauls through its rapidly declining 
unit charge. It is believed, however, that the approximately constant 
charge introduced in the 19.39 revision was more indicative of the 
true cost of transport services over the relevant range throughout 
the period, liuviet Stud., Oct. 1967, pp. 211-31 (Engli.sh). University 
of California, Berkeley, U.SA 


CisN'rr II, \ H. a\'d Dtrrio, G, Financial Performance of Govem- 

inent-Owned Corporations in Less Developed Countries. 

Sampk’ data covering 64 government-owned corporations in 26 
countries foi an average of seven years each is analyzed by six in¬ 
dustry groups and four geographic areas. The following facets of the 
financial behavior of these corporations are investigated; (1) profi¬ 
tability or internally generated supply of funds for investment or 
other purposes, (2) their patterns of investment, (3) the financial 
burdens or benefits for a government in each of these areas from 
each type of indu.stry group operated, and (4) some of the interrela¬ 
tionships between profitability, investment, and the financing of in¬ 
vestment. 

The main conclusion is that government-owned corporations, 
rather than being a focal point for collecting financial resources for 
their own net investment or other purposes, have generally placed a 
financial burden on parent governments. To be sure, these corpora¬ 
tions covered current costs not including depreciation with a small 
margin. This margin was only one third of that needed to finance re¬ 
placement of existing assets as they depreciated, however; further¬ 
more, it provided only 10 per cent of the financing of gross new in¬ 
vestment made. 

Tliese corporations invested heavily enough to provide an esti¬ 
mated 14 per cent growth rate of annual output, but, given their 
small margin of profitability, were provided annually with funds 
from parent governments in the form of subsidies or capital contri¬ 
butions amounting to about one third of the mean of average reve¬ 
nues and expenditures (not including depreciation). The remainder 
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of investment financing was provided largely by long-term borrow¬ 
ing. 

The level of subsidization was quite responsive to changes in the 
level of profitability but not so responsive to changes in investment 
behavior. There seemed to be little connection between profitability 
and investment. 

There are significant differences in the financial behavior of gov¬ 
ernment-owned corporations among geographic areas, and among 
the types of industries represented; further work could be done to 
explain these differences. Internat. Mon. Fund Staff Papers, March 
1968,15(1), pp. 104-42 (English—Summaries in French and Spanish). 
International Monetary Fund 


Greenberg, E. Wire Television and the FCC’s Second Report and 

Order on CATV Systems. 

The FCC’s Second report and Order on CATV systems asserts the 
Commission’s jurisdiction over CAT\^ requires that a CATV carry 
and not duplicate the programming of local stations, requires a hear¬ 
ing to determine whether a CATV system should be allowed to 
enter one of the largest 100 markets, and bans program origination 
by CATV’s. Although the main intent of tliese rules is to protect 
broadcasters from CAT\^ competition, there is an important side ef¬ 
fect: their impact on the development of a nationwide wire-TV sys¬ 
tem, in which signals are delivered to the home by wire and are dis¬ 
tributed over long distances by a combination of wire and ovcr-the- 
air transmission. 

On the question of whether wire or over-the-air should be the link 
to the home, the Commission argues that wiling is expensive hut 
fails to consider the high opportunity cost of spectrum space de¬ 
voted to television; confuses wire as a means of transmission with 
pay-TV as a means of station financing; fails to recognize that the 
present system is not really “free”; and fails to recognize that the 
two systems are not completely comparable since wire signals are of 
higher quality and increase the maximum number of signals which 
can be delivered. 

The conclusions note that wire-television makes it possible to real¬ 
ize two of the Commission’s goals: local program origination and a 
large number of signals available to a large part of the population. 
It is also suggested that CATV experience be used to obtain infer- 
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mation on the costs of wiring and the demands for such services in 
order to guide tiie public policy choice between wire and over-the- 
air television. Jour. Law & Econ., Oct. 1967, 10, pp, 181-92 (En¬ 
glish). Washington University, St. Louis, Missouri, USA 


IlALr., R. D. Cookware; A Study in Vertical Integration. 

Alcoa’s forward integration into the cookware industry, which 
dates from 1901, apparently has not impeded either the growth of 
that industry or the use oi aluminum by cookware fabricators. The 
subsidiary ("Wear-Ever”) was the number one producer of alumi¬ 
num nlon.sils in 1938, but just recently ha.s .slipped to the .second po¬ 
sition. Although entry and exit have been frequent in this easy entry 
industrx', there is no evidence that firms have left because of Al¬ 
coa’s actions. Indeed, in the pre-World War I period Alcoa’s promo¬ 
tion of aluminum as a material may have even encouraged growth 
and entry as well as the adoption of its raw material by existing 
firms. Alcoa’s presence does not .seem to have triggered mergers, but 
there have been combinations, and Mirro, its number one rival, was 
the result of a 1917 merger. Alcoa’s “Wear-Fver" produces for both 
the household and mstitulional market, but so do many of its com¬ 
petitors, although not all; but in every market, both geographical 
and product, there arc enough rivals to make the industry at least 
workably competitive. Neither customers nor suppliers have been 
hurt by Alcoa. Cookware is made from a variety of raw materials so 
fabricators at least m the long run, may switch to diflerent metals or 
ceramics. Alcoa pushed the use of its new metal and was therefore 
an innovator in this field prior to 1939, but post war improvements 
have been developed by other firms, four. Law 6- Eron., Oct. 1967, 
10, pp. 169-80 (Enghsh). Lake Forest College 

Kfsspl, R. a. Economic Effects of Federal Regulation of Milk 

Markets. 

An analysis of the effects of federal regulation of milk markets 
upon resource allocation. The principal conclusion is: Federal regu¬ 
lation of milk markets leads to monopoly pricing of milk sold to the 
consumer as fresh milk; it leads to milk outputs in excess of what 
would have been produced in the absence of regulation. 

The producers of fluid milk under Federal regulation are joined 
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together in a cartel that imposes monopoly prices upon milk sold for 
use as fresh milk yet imposes no output controls over individual milk 
producers, Consequently, milk produced by farmers whose milk is 
not marketed through a federal order, and typically this milk is used 
as an input by butter, cheese, and dry skim milk producers, brings a 
lower price than it would bring in the absence of orders. 

In general, the producers of milk whose primary market is the 
manufacturers of processed products, as distinguished from fresh 
milk products, are concentrated in the upper midwest. The two most 
important producing states are Minnesota and Wisconsin. Hence the 
producers of milk that are damaged by federal orders because of the 
dumping of milk into manufacturing milk markets by order produc¬ 
ers are concentrated in the upper midwest and are generally re¬ 
garded as the producers with the greatest comparative advantage in 
milk production. 

Other consequences of orders are considered. From the point of 
view of the consumer of milk, orders raise the prices of fresh milk 
products and depress the prices of manufactured milk products. 
Since manufactured milk products are, with the exception of pow¬ 
dered skim milk and condensed milk, “luxury” products, it appears 
that orders inciease the prices of “necessary” milk products and 
lower the prices of such “luxury” products as butter and cheese. 
Jour. Law 6- Econ., Oct. 1967, 10, pp. 51-78 (English). The Univer¬ 
sity of Chicago 


Kilby, P. Tlie Nigerian Palm Oil Industry. 

The paper considers the historical development of the Nigerian 
palm oil industry since 1900, with primary focus on the choice of 
processing technology. It is shown that processors employing the 
most primitive technique (extraction efficiency of 55%) are able to 
pay higher raw material prices than their technologically more ad¬ 
vanced competitors who achieve 86% extraction efficiency. In 1965 
the value of recoverable oil lost to the economy as a result of the 
preponderance of the primitive technique was $14 million. This situ¬ 
ation is a direct result of Marketing Board producer price setting. 

The competitive advantage of the primitive technique is traced to 
its very small scale: the availability of household labor for short pe¬ 
riods with little or no opportunity cost and an ability to command 
the highest-yield raw material by virtue of (a) costless shutdown 
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when the best quality is not available, (b) more thorough raw mate¬ 
rial inspection and (c) greater local knowledge. A simple cost-min¬ 
imization model incorporating extraction efficiency is developed to 
show that if the producer prices were raised to £, 80 per ton (world 
price £. 9(1 j the values of the incremental output, as a result of shift¬ 
ing to the advanced technology, would exceed the incremental cost. 
At this price the latter technology would displace the now dominant 
primitive extraction techniques. Food Research Inst. Stud., 1967, 
7(2), pp. 177-203 (English). Wesleyan University 

Lovell, C. A. K. Capacity Utilization and Production Function 

Estimation in Poshs'ar American Manufacturing. 

The elasticity of substitution and the rate of Hicks-neutral techno¬ 
logical change art' estimated for each of 16 two-digit manufacturing 
industries over the period 1949-63. lire linearly homogeneous Trans¬ 
cendental production function used is more general than the Cobb- 
Douglas or CES specifications in that it allows for a variable elastic¬ 
ity of substitution. Estimation of this production function requires 
observations on capital, two variants of which are tried; series based 
upon Creamer’s data, and the same series adjusted for rates of ca¬ 
pacity utilization via the Wharton Index. 

The empirical portion of the study serves a dual purpose; it pro¬ 
vides estimates of the elasticity of substitution and the rate of tech¬ 
nological change by industry, at the same time enabling one to test 
the hypothesis that using generally upward-biased capital series 
leads to biased estimates of these production parameters. I'’our prin¬ 
cipal conclusions emerge. By either specification of the capital vari¬ 
able, most estimates of the elasticity of substitution lie well within 
the unit interval at acceptable levels of confidence. Further, in all 
industries but one the elasticity of substitution was found to have 
been falling over the postwar period. Rates of technological change 
varied about a mean value of 1.8 per cent per annum, and in 12 in¬ 
dustries these rales were significantly greater than zero. Finally, the 
hypothesis that using an upward-biased capital variable leads to 
biased parameter estimates was rejected. The overall picture of most 
industries was pretty much the same with either capital variable. 
Quart. Jour. Econ., May 1968, 82(2), English. State University of 
New York at Binghamton, USA 
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McCloskey, D. N. Productivity Change in BriHsh Pig Iron, 1870- 

1939. 

The study of the end of Britain’s Victorian expansion has rested 
on casual measurement and ad Iioc analysis. This paper tries to show 
what measures of productivity change are necessary and possible for 
answering historical questions about the slowdown of British eco¬ 
nomic growth, using one branch of the iron and steel industry as a 
test case. My primary purpose is to establish beyond reasonable 
doubt that total productivity stagnated in British pig iron from the 
late 1880s to the 1930s. The argument is as follows. From the late 
1880s to the 1930s total productivity growth in British pig iron was 
nil. Despite this stagnation, however, British productivity was at 
least as high as American productivity before 1914. Therefore, be¬ 
fore 1914 one can explain the stagnation of British productivity hy 
the exhaustion of available knowledge. That is, there is no need to 
appeal to social or economic causes of stagnant productivity from 
the late 1880.S to 1914: productivity stagnated simply because there 
were in this period no available improvements that would have 
caused it to grow. After 1914, in contrast, the continued stagnation 
must have had economic or social rather than merely technological 
causes. I spend most of the paper proving these points, particularly 
that productivity did not grow from the late 1880s to the 1930s. The 
measures of productivity change over time and of productivity 
differences betw'een Britain and the United States are the quantity 
primal and the price dual of the measure devised by Solow, In the 
last section I suggest briefly how the main argument affects the 
choice between a sociological explanation (based on entrepreneurial 
slackness) and an economic explanation (based on the embodiment 
of new technology in investment) of the remaining years of stagna¬ 
tion from 1914 to 1935. Quart. Jour. Econ., May 1968, S2(2), En¬ 
glish. Harvard University 


VAN Meerhaeghe, M. a. G. Tire Purpose of Competition Policy. 
A Critical Essay on the EEC’s Views. 

The author believes that the Commission of the European Eco¬ 
nomic Community attributes to great significance, almost magical 
powers, to business rivalry as a force in economic life. There are no 
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grounds for this either in the Treaty or in actual experience. While 
not wishing to deny that business rivalry may entail great benefits, 
the author would insist that its drawbacks should not be ignored 
and that competition policy should turn mainly on market perfor¬ 
mance. 

In fact, the Commission is not pursuing a liberal competition pol¬ 
icy but has adopted a case-by-case, noneconomic, legal approach 
that takes no account of performance. 

Monopoly is generally condemned. But monopoly, no more than 
oligopoly which is usually coordinated, should not be condemned 
per sc. Monopoly may even result in better market performance 
than oligopoly. 

Competition policy must not therefore be considered an end in 
itself but must be seen in the light of general economic policy and, 
more specifically, of price policy. It must be regarded in fact as a 
com|aonent part of price policy. Zeitschrift fur Nutwnalokon., 1967, 
27(4), pp. 425-438 (English). University of Ghent, Belgium 


Naylor, T. II. Wallact., W. H. and Sasser, W. E. A Computer 

Simulation Model of the Textile Indusby. 

A nine-equation econometric model of the U.S. textile industry is 
presented to explain the behavior of the industry during the period 
1953 through 1962. Tire endogenous variables of the model include 
apparel output and demand, textile mill products output and de¬ 
mand, employment, wages, profit, and investment, A computer pro¬ 
gram was written to simulate the behavior of the textile industry be¬ 
tween 1953 and 1962 on the basis of the behavioral relationships im¬ 
plied by the nine-equation model. 

In order to ascertain whether predictions made with a computer 
model will lead to predictive errors which are small enough for the 
model to be useful some specific criteria must be devised to indicate 
when the time paths generated by the computer model agree suffi¬ 
ciently with observed time paths so that agreement cannot be atbib- 
uted merely to chance. Specific techniques must be considered for 
testing the "goodness of fit” of a simulation model, i.e , the degree of 
conformity of simulated time series to observed data. A number of 
statistical techniques exist for testing the "goodness of fit” of simula¬ 
tion models. Three different techniques were used to compare the 
simulated data generated by our model of the textile industry with 
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actual observed data—graphical analysis, spectral analysis, and total 
variance analysis. Jour. Am. Stat. Assoc., Dec. 1967, 62(320), En¬ 
glish. Duke University, USA 


Pass, C. L. Coupon Trading—An aspect of non-price competition 

in the U.K. cigarette industry. 

The U.K. cigarette industry is oligopolistic in structure and has 
long been characterised by an absence of price competition. As a 
consequence, competitive rivalry between manufacturers has been 
largely channelled into media advertising, coupon trading and other 
promotional activities. 

The article is devoted to an examination of one aspect of non¬ 
price competition in the industry, namely, coupon trading and the 
way in which it has affected tlie positions of the leading manufac¬ 
turers. It begins by reviewing, in general terms, the developments 
which have taken place in coupon trading from 1900 down to the 
early 1960s. It is seen that coupon trading has had a chequered his¬ 
tory. In the past, enthusiasm for employing coupon schemes has 
been tempered by the knowledge that when all manufacturers are 
simultaneously engaged in promoting coupon schemes the whole 
process can be self-defeating. Recognition of this fact has led to the 
suppression of coupon-trading over long periods. Having traced 
these events, the article then goes on to a more detailed examination 
of the “coupon-war” which has emerged over the past few years, dis¬ 
cussing the way in which the leading companies have tactically em¬ 
ployed coupon schemes either to extend or to protect their positions, 
as the case may be, in the various sectors of the market. 

In many oligopolistic industries, the market shares of the leading 
manufacturers have tended to remain relatively stable over long pe¬ 
riods of time. This tendency has not been observed in the cigarette 
industry where considerable fluctuations in market shares have oc- 
ciured, although Imperial Tobacco has continued to maintain its 
dominant position. Coupon trading, of course, has been only one of 
a number of non-price measures that have influenced tire distribu¬ 
tion of market-demand. It has, however, during those periods— 
1925-1933 and 1962-1967—when it has been allowed to develop un¬ 
restrained, proved to be one of the most potent destabilising factors. 
Yorkshire Bull. Econ. Soc. Research, Nov. 1967, 19(2), pp. 124-36 
(English), University of Bradford 
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PiaATTEN, C. ANTD Sdlbehston, A. International Comparisons of La¬ 
bour Productivity in the Automobile Industry, 1950-1965, 

An attempt is made to calculate comparative labour productivity 
in the production of motor vehicles in the United Kingdom, France, 
Italy, West Germany, Japan, and the United States. Problems of 
measurement are discussed. An attempt is made to include in the la¬ 
bour force those in component industries as well as those engaged 
on the assembly of motor vehicles. An attempt is also made to cor¬ 
rect for the different types and proportions of vehicles made in the 
different countries. Labour productivity figures are calculated for 
the years 1950, 1955, 1960, 1965. In 1965 labour productivity in the 
United States appears to have been approximately double that in 
Europe, but the gap seems definitely to be narrowing. Labour pro¬ 
ductivity is now very similar in Eiuopcan countries, and Japan is 
rapidly approaching the European level. Bull. Oxford Univ. Inst. 
Econ. ir Stat., Nov. 1967, 29(4), pp. 373-94 (English). 

Rusmy, F. and Lxjnd, P. J. Tlie Effect of Demand on Prices in 

British Manufacturing Industry. 

This paper re-examines the pricing hypothesis and statistical re¬ 
sults presented by R. R. Neild in a National Institute of Economic 
and Social Research occasional paper “Pricing and Employment in 
the Trade Cycle.” Using data for British non-food manufactuiing in¬ 
dustry 1950-60, Neild investigated a pricing relationship based on a 
mark-up over wage and material costs, with modifications to allow 
for distributed lag effects and changes in labour productivity. He 
found that a relationship which did not include any explicit measure 
of demand conditions provided a good explanation of the price 
level, and that the inclusion of an indicator of demand conditions 
relevant to the price level did not prove to be statistically significant 
or contribute any additional explanatory power. However, in this 
paper, the authors argue that the method used by Neild for estimat¬ 
ing changes in labour productivity implicitly introduced demand 
conditions into the pricing relationship and that he also made a 
mis-specification error in the regression equations designed to test 
the influence of demand. Using data identical to that used by Neild, 
the authors present estimated regression equations attempting to ex¬ 
plain both the price level, and changes in the price level (which al¬ 
ternative the authors claim has several advantages), and both ex- 
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eluding and including a relevant measure of demand conditions. On 
the basis of the results, the authors conclude that “the level of de¬ 
mand cannot be dismissed as being an insignificant factor in the ex¬ 
planation of price changes, even after its effects on costs (wages and 
materials) have been accounted for.” 

In an appendix, the authors comment on Hines’ study of wage in¬ 
flation (Review of Economic Studies, October 1964), and argue that 
he may have underestimated the influence of the level of demand on 
wage changes. Rev. Econ. Stud., Oct. 1967, 34(4-100), pp. 361-75 
(English). 


Smyth, D. J. and Iiieland, N. J. Short-Term Employment Func¬ 
tions in Australian Manufacturing. 

Recent and forthcoming studies of the relationship between man¬ 
ufacturing output and employment have used a demand determined 
model in which desired employment is a function of output and 
with actual employment determined by linking such a relationship 
with a dynamic adjustment mechanism. The present paper is a fur¬ 
ther study of such a model but is oriented to a country of fast indus¬ 
trial and population growth, Australia. 'Fhe results obtained are in¬ 
terpreted in the light of the new specification of the relationship ad¬ 
vanced by the authors (in "The Specification of Short-Run Employ¬ 
ment Models and Returns to Labour,” Discussion Paper 11, State 
Universittj of Nctv York at Buffalo.}. In this specification, based on a 
constant elasticity of substitution production function, the parameter 
interpreted in other studies as short-run returns to labour is here in¬ 
terpreted as short-run returns to scale which seems more plausible in 
view of estimated values consistently in excess of unity. 

Using a quarterly model the following estimates are obtained: 
short-run returns to scale, 1.42; the logarithmic difference between 
desired and actual employment made up in a quarter, 30 per cent; 
the annual rate ot technical progress, 2.7 per cent. Suitable quarterly 
data are not available by industry .so an annual study using industry 
data is undertaken. For all industries returns to scale in excess of 
unity are obtained. Inter-industry differences are analysed and at¬ 
tempts made to explain them. The aggregate and industry results 
are compared with those obtained for other countries in earlier stud¬ 
ies. 

There are several limitations to the present type of analysis: there 
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Bus., winter 1967, pp. 75-84. 

Bowman, W. S. Rc.<itr.tint of trade by the Supreme Court: the Utah Pie case. 
Yale Law Jour., Nov. 1967, pp. 70-85. 

Buchanan, J. M. Public goods in theory and practice; a note on the Minasian- 
Samnelson discussion. Reply by J. R. Minasian; reply by P. A. Samuelson. 
Jour. Law & Econ., Oct. 1967, pp. 193-97; pp. 205-7; pp. 199-203. 

Demonts, R. La recherche dans la flrme plurinaUonale et fa propagation des 
techniques. Econ. Appliqu^e, Oct.-Dec. 1967, pp. 501-83. 
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Law Jour., Jan. 1968, pp. 494-519. 

Dom, H. Celdt het geen-winst-geen-verlics principe als axioma voor de haven- 
politiek? Econ. en Soc. Tijd.schrift, Oct. 1967, pp. 397-414. 

Dhagonette, J, E. and My.slicki, C. Air transport; trends in output per em¬ 
ployee. Mo. Lab. Rev., Feb. 1968, pp. 13-16. 
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ing, fan. 1968, pp. 9-13. 
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Law & Econ., Oct. 1967, pp. 15-49. 
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Arthaniti, Jan.-July 1966, pp. 1-20. 
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Arthaniti, Jan.-July 1966, pp. 21-27. 
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Rev., May 1967, pj). 255-71. 
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Uuntla, B, E. Pappersindustrins lage nu och i framtiden. (The position of the 
paper industry now and in the future.) Ekon. Samfundets Tids., 1967 20(4), 
pp. 217-27. 
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Handler, W. and McArthur, A. EflBcient Equalization Funds for 
Farm Prices. 

The objective of an equalization fund is to “accept” a series of 
narket prices over a period of time and transform these into equal- 
zed prices to farmers, so that the equalized prices have a lower 
variance than the original market prices. An arrangement which 
ninimizes the variance of equalized payments for a given variance 
)f the equalization fund is said to be efficient. The derivation of 
ifficient funds is considered for the case where prices are indepen- 
lent and autocorrclated (for one year). Quantity supply is taken to 
re independent of price, but price is a function of quantity. It is 
ihown that the “instinctive” suggestion of an equalized price calcu¬ 
lated as a moving average, with equal weights, of previous prices, is 
appropriate only if fluctuations in the equalization fund are of no 
nterest. Am. Jour. Agric. Econ., Feb. 1968, 50(1), pp. 91-110 (En¬ 
glish). Purdue University and Lincoln College, Christchurch, New 
Zealand 

Clark, C. Capital Requirements in Agriculture: An International 
Comparison. 

Capital requirements may be expressed in various ways but when 
comparisons are made between situations of great variety it is best 
to express them per unit of annual product. The definition of prod¬ 
uct also raises difficulties. Here it is measured net of agricultural in¬ 
ruts but still gross of industrial inputs. The study approaches the 
problem by first considering the capital requirements of the simplest 
types of agriculture and then moving up the scale towards the more 
advanced. Simple forms of crop culture using hand tools may re¬ 
quire only 0.1 to 0.2 of a year’s product in the form of capital. These 
requirements increase when livestock are added, either for draught 
power or for their products. Increases also occur when tree and bu.sh 
::rops are introduced. In the less favorable climates, capital is also 
needed for the provision of shelter. When compiirisons are possible 
between farms of different sizes, the greater capital requirements 
per unit of product for the smaller farms are clearly to be seen. In 
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general the amount of capital per unit of product in agriculture is 
tending to fall, both through improvements in techniques and 
through an increase in the average size of holding. Rev. Incom 6- 
Wealth, Sept. 1967, 13(3), pji. 205-22 (English). University of Ox¬ 
ford 

Cbecinc, ]. P., Davis, O. A. and Jackson, J. E. Urban Property 

Markets: Some Empirical Results and Their Impbcations for 

Municipal Zoning. 

'nie urlian propci ty market is supposed to be characterised by in¬ 
terdependence At least one justification of modern zoning ordi¬ 
nances, which is recogni/ed by the enabling legislation, is the exis- 
tance of important external diseconomies in the urban property mar¬ 
ket. This paper examines the nature of these externalities and at- 
tc'inpts to .issess the ir impoil.mce by examining some empiiical evi¬ 
dence The dat.i relate to the ac tual .sale of single family residence 
in specified tracts of the City of Pittshuigh. The surprising result is 
that the data suggest independence, or a lack of externalities, rather 
th.m iiiterdepcndeiice These lesult'. are discussed and qualified. 
Their implications for the phenomenon of municipal zoning are 
pointed out Jour Lau 6 Econ, Oct. 1967, 10, pp. 79-100 (English). 
Uiiiveisiiy of Michigan, Carnegie Institute of Technology, and Har¬ 
vard Univeisity 

CiTHjiy, L, Central Places in the Random Spatial Economy. 

This study seeks the ordering of central place activities as the re¬ 
sponse to an uncertain space-time environment It follows analogies 
with tuibulence theory and communications engineering in develop¬ 
ing a fairly general theory of household and retailer behavior in 
time and space. Its main accomplishment is the reconciliation 
achieved between the hierarchical continuum of the rank size rule 
and the discrete levels it exhibits for small areas. The latter is found 
to be a result of bounded space, the bounds being mental but of 
course being influenced by the physical landscape. Very little appeal 
is m.ide to the notion of optimal behavior. Although static in design, 
a diflFusion coefficient is derived for purchasing power passing 
through the hierarchy which could lead to dynamic results, this re¬ 
sult is related to economic base studies Jour. Reg. Set., Winter 1967, 
7(2-Suppl,), pp. 217-38 (English). University of Toronto, Canada 
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Donaldson, G. F. Allowing for Weather Rislc in Assessing Harvest 

Machinery Capacity. 

To take account of the effect of weather on the cereal harvest, a 
simulation model is outlined in which rates of combine work, har¬ 
vest weather, and diurnal grain moisture content are regarded as 
probabilistic, with known distiibutions based on empirical data. On 
the basis of this data, the interaction of the variables is assessed over 
a thousand “years” of synthetic harvesting experience, in which the 
timeliness of the harvesting operation is assessed in terms of in¬ 
creased grain drying costs, and which is repeated to assess various 
policies which might be adopted by farmers. Tire results are pre¬ 
sented as normative average total cost curves for various harvesting 
systems, based on tire certainty equivalence of the decision under 
risk. Am. Jour. Agile. Econ., Feb. 1968, 50(1), pp. 24-40 (English). 
Wye College, University of London 

Field, B. C. Congressional Bargaining in Agriculture: Cotton. 

Bargaining among sectional cotton interests in Congress was par¬ 
ticularly intense in 19.53-54, when a substantial reduction had to be 
made in the national allotment and then allocated to the various cot¬ 
ton-producing states. Due largely to congressional constraints on 
committees to achieve some mutually satisfactory aggregation of 
preferences, this event can be treated as a two-person, mixed-motive 
bargaining game betw'een eastern and western cotton interests. 
Through a scries of offers and counteroffers, a final solution was 
reached such that each 1-percent acreage icduction in the east was 
accompanied by a 2'percent reduction in the west. Furthermore, 
these final “terms of trade” are tlic same as were reached in a similar 
instance of bargaining among cotton interests in 1949, implying 
some stability in the congressional bargaining process through the 
course of time. Am, Jour. Agile. Econ., Feb. 1968, 50(1), pp. 1-12 
(English). The George Washington University 


Gillespie, G. A. and Brewer, D. Effects of Nonprice Variables 
Upon Participation in Water-oriented Outdoor Recreation. 

The increasing proportion of the population which lives and 
works in metropolitan areas is a primary factor in the growing de¬ 
mand for recreation. Recreation research concerning the allocation 
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of land and water to meet more fully the demand for water-ori¬ 
ented outdoor recreation is of increasing importance as population 
increases. The model developed here allows appraisal of nonprice 
information needed by private and government decision makers in 
planning for recreational uses of land and water. It permits projec¬ 
tions of recreation participation for a population of a metropolitan 
area by utilizing changes in the socioeconomic composition of the 
population as well as its size. Am. Jour. Agric. Econ., Feb. 1968, 
50(1), pp. 82-90 (English). USDA and University of Missouri 


CoLiaiDGE, R. G, Conceptualizing the Market Decision Process. 

This paper uses some aspects of economic and geographic tribu¬ 
tary area theory and psychological learning theory in an effort to 
build a model of the market decision process. Both the internal 
structure of tributary areas and the types of behavior associated 
with svibsets of such areas arc analyzed in an attempt to justify the 
selection of a learning model as the basic model. Variations in pa¬ 
tronage behavior from one subset of a tributary area to another are 
interpreted as representing different stages of learning ranging 
from search behaviors to stereotyped behavior. It is hypothesized 
tlrat the single choice least effort syndrome will be limited in space. 
The final model is represented as a Markov type model, and some of 
its dominant characteristics are dicussed. Jour. Reg. Sci., Winter 
1967, 7(2-Suppl.), pp. 239-58 (English). The Ohio State University, 
USA 

Headley, J. C. Estimating the Productivity of Agricultural Pesti¬ 
cides. 

Tile controversy surrounding the use of agricultural pesticides has 
resulted in the examination of pest control technology and a need 
for estimates of the costs and benefits of pesticides. Estimates of the 
productivity of expenditures for agricultural pesticides are made 
from an aggregate production function analysis for 1963. The results 
indicate that chemical pesticides are a highly productive input com¬ 
parable to commercial fertilizer and that the marginal value product 
of pesticides exceeds marginal factor cost by a considerable amount. 
These results are consistent with increasing sales volumes of pesti¬ 
cides and fertilizer nationally. Use of values determined through the 
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market system to estimate benefits are a necessary part of evaluating 
chemical pest control. Up to the present time, no systematic efiFort 
has been made to estimate separately the productivity of pesticides. 
The findings point to a need for better data on the response of crops 
and livestock to pest control as well as a need for data on the exter¬ 
nal effects of chemical pesticides. Considerably more analysis and 
information is required to evaluate pesticide technology and to form 
good national policy in this area. Am. Jour. Agric. Econ., Feb. 1968, 
50(1), pp. 1.3-23 (English). University of Missouri 

Larson, A. B. The Quiddity of the Cobweb Theorem. 

This paper reviews criticism of the cobweb theorem as a dynamic 
economic model. Attention is focused on the supply curve used in 
the model, and it is Akerman, that the short run supply curve can be 
expected to shift as relatively durable inputs are injected into or 
withdrawn from the production process. Such shifts are not contem¬ 
plated in the basic cobweb theorem. It is suggested that at least in 
some production processes the shifts may be more important than 
movements along a fixed short run supply curve, casting doubt on 
the applicability of the cobweb model. By an extension of the idea 
of a shifting supply cuve, it can be argued that producers do not 
make decisions with reference to a supply curve, but rather decide 
to change the level of production from the existing level, in response 
to current profit rates in the industry. This leads to the harmonic 
motion model which is shown to be fundamentally different from 
the cobweb. Examples are then cited to show that indeed the alter¬ 
native model rather than the cobweb theorem has been specified by 
many agricultural economists, some of whom apparently mistakenly 
thought they were dealing with the cobweb model. Food Research 
Inst. Stud., 1967, 7(2), pp. 165-75 (English). University of Hawaii 


McKinnon, R. I. Futures Markets, Buffer Stocks and Income Sta¬ 
bility for Primary Producers. 

The literature on commodity price stabilization generally ignores 
the possibility of producer hedging by forward selling on organized 
futures markets. TTlie hedging literature is almost exclusively con¬ 
cerned with merchants holding inventories rather than farmers. This 
gap in both literatures has largely been responsible for the failure of 
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ecxjnomists to provide an explicit viable alternative means of provid¬ 
ing income stability to farmers to replace the current inefficient 
practice of manipulating spot prices. 

A model of the optimum toward sale for an individual farmer, 
who must deal v'ith uncertainty in market prices as well as in his 
own output, is provided. It is shown that the optimum forward sale 
is a larger proportion of expected output if price variance is high vis 
a vis output variance and if pric-e and output aie not highly nega¬ 
tively correlated. Output variance becomes less important in reduc¬ 
ing the optimum forward sale if this correlation is close to zero. Sur¬ 
prisingly, it ran be shown that, if the aggregate demand curve is 
elastic and the individual fanner’s output is positively correlated 
with that of otliers, “negative” hedging may be optimal. That is, the 
farmer buys rather than sells forward. 

Once one introduces the possibility of private buffer stock holding 
as well as forward selling, the farmer’s optimal forward sale will rise 
substantially and the possibility of negative hedging disappears. 
One can imagine an optimum division of labor in hedging with for¬ 
ward selling taking care of the exteinal price fluctuations and buffer 
stock holding taking care of individual output fluctuations. Farmers 
may have a comparative advantage over gram merchants in holding 
inventories for smoothing output fluctuations although not for 
smoothing demand fluctuations. 

The last section deals with public policy for “perfecting” futures 
markets so that fanners can make better use of them for hedging 
purposes. .Specifically, it is suggested that public authoiities move 
away from policies designed to stabilize spot prices and move to¬ 
ward a much .simpler policy of stabilizing distant futuies prices only. 
Great improvements in allocative efficiency and farm income sta¬ 
bility can be achieved. Unfortunately, public policies have hindered 
rather than helped making futures markets more attractive to pri¬ 
mary producers. Jour. Pol. Econ., Dec., 1967, 75(6), pp. 844-61 (En¬ 
glish). Stanford University 

Martin, W. E. and Gatz, J. R. Effects of Federal Income Taxes on 

Cattle-Ranch Prices. 

Past studies have indicated that returns from beef production are 
not enough to justify economically the current prices of cattle 
ranches. It has been hypothesized that federal income taxes influ- 
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ence current ranch prices. Standard economic budgets are converted 
into tax budgets for use in testing this hypothesis. The procedure 
and assumptions involved in the analysis are briefly listed. Although 
tax savings can be substantial under specific assumptions, the gen¬ 
eral effect of ranches as tax shelters cannot be large enough to af¬ 
fect greatly the general level of ranch prices. Am. Jour. Agric. Econ., 
Feb. 1968, 50(1), pp. 41-55 (English). University of Arizona 


Massell, B. F. Farm Management in Peasant Agriculture: An 

Empirical Study. 

This study examines the effect of farm management on agricul¬ 
tural output in a sample of peasant farms in Rhodesia. For each of 
three crops, a Cobb-Douglas production function is estimated, with 
dummy variables used to distinguish among skilled, semiskilled, and 
unskilled farmers. Production elasticities are estimated net of inter¬ 
farm differences in management, and are used as a basis for an ex¬ 
amination of returns to inputs and of allocative efficiency. The aver¬ 
age economic performance of farmers in the three management 
groups is considered, and the hypothesis Is advanced that differ¬ 
ences in management are attributable to differences in the economic 
opportunity of the farmers. Food Research Inst. Stud., 1967, 7(2), 
pp. 205-15 (English). Food Research Institute, Stanford University 

Montgomery, A. A. and Tahbet, J, R. Land Returns and Farm 

Real Estate Values. 

The trends of land prices and farm returns in the wheat-pea re¬ 
gion of the Pacific Northwest are examined and a simplistic explana¬ 
tion for tlie observable disparity is given in this paper. In the study 
we adopted, as a working hypothesis, Scofield’s speculation that land 
prices may be high or rising relative to the average of farm returns 
m a region but this average may understate the prospective returns 
from land investment by a few large, wealthy, and better than aver¬ 
age farmers who comprise the effective demand for land. Cross-sec¬ 
tional data from two samples of wheat-pea farmers were utilized to 
test this hypothesis and to generate answers to several questions 
concerning the economic implications of the region’s low rate of cur¬ 
rent land return. 

Land prices in the wheat-pea region increased from $233 per acre 
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ill IOIjS to $320 in 1965. Net farm income and net rent per acre 
showed virtually no trend over this period if 1962, a year of particu¬ 
larly good earnings, is ignored. Therefore, as in the Nation, farm in¬ 
come and the return to land itself declined relative to the average 
market price of farmland. 

In tJie wheat-pea region as in the Nation, there has been a dispar¬ 
ity betw’een the trends of land prices and farm retiums. But much of 
the land price rise has occurred in recent years when the expecta¬ 
tion emerged that future land returns would increase markedly be¬ 
cause of improved yields and the lessening of production controls. 
Moreover the use of regional averages to depict these trends is mis¬ 
leading. As Scofield surmised, the average market price of this re¬ 
gion’s farmland reflects the competitive bidding of a minority of 
wheat-pea farmers who are larger, wealthier, and more successful 
than average. Agrfc. Econ. Research, Jan. 1968, 20(1), pp. 5-16 (En¬ 
glish). Washington State University, Pullman 


Raynkp, a. J. ano Cowling, K. Demand for a Durable Input: An 

Analysis of the U.K. Market for Farm Tractors. 

This study is concerned with the impact of quality change in a 
durable investment good, farm tractors, on the demand for that 
good. Models were formulated to explain (a) gross investment in 
tractors (short run investment behavior) and (b) the actual stock of 
tractor services on farms via an adjustment mechanism (long run 
behaviour). In both cases the dependent variable was an explicit 
quality measure (equivalent to total available services) given by de¬ 
flating value series in current prices by a calculated "real” or con¬ 
stant quality price index. Thus price changes not associated with 
quality changes were removed. Empirical investigation of the mod¬ 
els was by single equation regression structures fitted to annual data 
over the post-war period. 

In the case of the gross investment model the important variables 
turned out to be the price of tractor services relative to the price of 
labour, the level of investment allowances (investment incentives 
via income tax relief) and the lagged stock of tractors. The stock ad¬ 
justment model had similar implications except that the price of 
tractor services relative to crop prices was also found to be impor¬ 
tant. The adjustment coeflScient was estimated to be 0.68. Profits 
were never significant and interest rate was only found to be signifi- 
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cant in linear relationships. Advertising expenditure was found to be 
important in shifting demand to larger tractors. 

The results thus (1) substantiate a capital deepening hypothesis 
under profit maximising behaviour with an adjustment lag, (2) sug¬ 
gest that investment allowances have an important impact, and (3) 
show quality change to be an important factor to be accounted for. 
The first two findings go contrary to those of more aggregative work 
dealing with total manufacturing. All three findings suggest that 
more disaggregation in investment studies may give fruitful results. 
Rev. Econ. Stat., Nov. 1967, 49(4), English. University of Manches¬ 
ter & University of Warwick, UK 


Smith, V. L. Economics of Production from Natural Resources. 

A single model of an industry is developed to describe a dynamic 
process of recovery from such technologically diverse resources as 
fish, timber, petroleum and minerals. Commercial fishing represents 
the general model because the resource is replenishable (in accor¬ 
dance with Lotka type ecological growth laws) and exhibits impor¬ 
tant production externalities (the fish stock is a variable in the ves¬ 
sel cost function and there may exist vessel crowding over the fish- 
ing ground). Petroleum recoveiy exhibits resource stock externali¬ 
ties, but growth is identically zero. Timber is a replenishable re¬ 
source, but stock externalities are not significant. Finally, mining is 
treated as a nonreplenishable resource with no production externali¬ 
ties. 

The externalities treated in fishing and petroleum theory arise be¬ 
cause of the common property character of the resource. If the re¬ 
source can be appropriated, or exclusive access rights granted, the 
external costs become "privatized,” and decentralized competitive 
exploitation is efficient. This standard theorem in the fishing litera¬ 
ture (H. Gordon, A. Scott) is demonstrated using a model of opti¬ 
mal extraction in the stationary state. 

The regulation problem can be stated as one of inducing the com¬ 
petitive industry to behave like a central manager who takes into ac¬ 
count the social costs. A partial equilibrium solution is provided 
whereby it is shown that an annual license fee together with a unit 
extraction fee will reflect the appropriate crowding and stock exter¬ 
nality costs to the competitive producer. Am. Econ. Rev., June 1968, 
58(3), English. Brown University, USA 
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Toubks, J. L. R. Some Settlement Schemes in the Southern Save 

Region of Mozambique. 

The author has examined two settlement schemes on the banks 
of the Limpopo River in the Southern Save region of Mozambique. 
The first, known as the Guija scheme, lies on the railway line be¬ 
tween Lourenzo Marques and Malvemia. It was designed originally 
to settle while Portuguese peasants on small holdings to practice 
cash crop agriculture; the main crop at that time was to be sugar. 
It was part of a larger plan to take advantage of the waters of 
se\'eral rivers in Angola and Mozambique, to settle about 75,000 
white families on six acres of irrigated land and 54 acres of dry 
farming land per family. For economic and political reasons, these 
plans were shelved and only partly implemented in 1951. At this 
stage the scheme was also thrown open to suitably qualified African 
settlers, and from the outset it has been multi-racial in character. 
This fits in to the general framework of Portuguese policy which is 
to create multiracial societies in their African provinces. The cost 
of installing a family on the Guija scheme has worked out at R3,696. 
per family unit. The c-ost of settling an African family would be 
slightly less since this amount included transport by sea for settlers 
coming from Portugal to Mozambique. The size of the holdings has 
been increased to 10 acres of irrigated land and fifty acres of dry 
farming land for a couple with two children. Settlers with larger 
families can have holdings of up to a maximum of 25 acres of iri- 
gated land. 

The second scheme at Inhami.ssa, adjacent to the towm of Joao 
Belo, a few miles from the Limpopo River mouth, was de.signed pri¬ 
marily to reclaim swamplands, and to enable the local African papu¬ 
lation to become cash farmers, though as a result of the reclamation 
a small number of non-Africans have also benefitted from the scheme. 
In 1951 only 1,895 acres were regularly cultivated in this part of the 
valley. Income from these lands never exceeded R4,800. a year. In 
1966 17,500 acres were under cultivation producing an average an¬ 
nual income of R720,000. At the Guij^ scheme, where the main cash 
crops are wheat and rice, six processing plants have been es¬ 
tablished, so it is much more than a simple agricultural settlement. 

The author concludes that, from the economic point of view, both 
schemes have contributed much towards breaking the infernal circle 
of under-productive agriculture, carried out by under-nourished 
people on unfertilized lands, that is so characteristic of most tradi- 
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tional African agriculture. He suggests that, as Mo 9 ambique's econ¬ 
omy is at present still mainly dependent on agriculture, schemes like 
the Inhamissa one could provide the territory with an initial propell¬ 
ing source for economic take off. South African Jour. Econ., Sept. 
1967, 35(3), pp. 244-53, (English). University of Natal, Durban, 
South Africa 


Tyner, F. H. and Tweeten, L. G. Simulation as a Methodology for 

Appraisal of Farm Programs. 

Simulation has been used extensively in the management sciences 
as a complement to more conventional methods of analysis. The 
procedure has also been applied in analyses of various sectors of the 
agricultural industry. Simulation can include time lags, nonlineari¬ 
ties, and recursive or reactive effects—without the restrictive as¬ 
sumption of an “optimum” solution. Consequently, it should find in¬ 
creasing application in the study of the effects of farm program al¬ 
ternatives. Simulation is used in this article to portray the workings 
of an economic model of the U.S. agricultural industry for the years 
1930-1960. One simulation describes the levels of key dependent 
variables throughout the period, as a measure of the model’s predic¬ 
tive ability. These results are used to evaluate a second simulation, 
which assumes no government diversions of commodities or crop¬ 
land acreage and no payments to farmers. Am. Jour. Agric. Econ., 
Feb. 1968, 50(1), pp. 66-81 (English). Oklahoma State University 


Waters II, W. G. Location and Land Rent Over Time; A Correc¬ 
tion. 

Chisholm (Oxford Economic Papers, 1961) showed that a decline 
in transport costs would be expected to yield a decline in the aggre¬ 
gate relative share of location rents. Chisholm then argued (assum- 
tog an infinitely inelastic demand for the product) that a fall in pro¬ 
ductions costs much smaller in proportion the the fall in transport 
costs would be sufficient to maintain the relative share of rent al¬ 
though he did not think it a likely occurrence. Waters shows the 
proportionate falls in production and transport costs must be the 
same. If the demand for the product is price elastic, the required 
fall in production costs is less tlian the proportionate fall in transport 
costs, and will approach zero as demand becomes infinitely elastic. 
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Bayeh, a. E. and Astin, H. S. Sex Differences in Academic Rank 

and Salary Among Science Doctorates in Teaching. 

Employment information, reported by approximately 2,700 recent 
science doctorates to the 1964 National Register of Scientific and 
Technical Personnel, indicates that the beginning academic rank of 
new scientists in college and university teaching positions is unre¬ 
lated to sex. Over time, women in the natural sciences continue to 
receive promotions comparable to those of their male cohorts, PIow- 
c\ cr, women in the social sciences tend to be promoted less rapidly 
than do men. Salary differentials, on the other hand, exist in both be¬ 
ginning and later academic positions, regardless of major field spe- 
ciilty, woik setting, or academic rank. These data support the 
contt ntions of women doctorates that salary discrimination is prac¬ 
ticed more severely than is discrimination regarding tenure or pro¬ 
motions. Jour. Human Renottrces, Spiing 1968, 3(2) English. 


B.ARKIN, S. Meeting the Demands of an Active Manpower Policy 

With the Assistance of the Academic Disciplines. 

Positive guidance by national manpower authorities to the partici¬ 
pants in the labour market, following consultation and intimate 
coordination of their respective policies, measures and efforts, can 
contribute substantially to the attainment of full productive employ¬ 
ment of the human resources at activities contributing substantially 
to national economic growth and stability. This system of policies 
and programmes is applicable to countries at all levels of economic 
development and in periods of full, high and low employment. A 
central national agency, well supported by powers for indirect con¬ 
trol and resources for collecting information and conducting or sup¬ 
porting research, is required for the operation of this programme. 

The implementation of this approach will place severe demands on 
administrators of both public and private enterprises and labour 
market organisations. For this reason, the agencies must enlist the 
academic disciplines. The economist can help in the selection of pol¬ 
icies for achieving high leveb of employment by specifying the man- 
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ner in which, and the places where, active labour market measures 
can be helpful. He can be useful in defining the size of the labour 
force for which employment opportunities have to be projected, the 
policies to be advocated respecting wage changes, levels and sys¬ 
tems, and the methods measuring labour market tensions and the 
techniques for relieving them. His expertise can develop pro¬ 
grammes for regularizing seasonal employment and production, de¬ 
casualizing labour markets and stimulating the growth of declining 
or underdeveloped areas. By promoting labour mobility and sup¬ 
porting general and specific economic policies shared by the agen¬ 
cy’s knowledge of the labour market, overall economic and social 
goals will more easily be realized. De Economist, Nov.-Dee. 1967, 
115(6), pp. 718-38. OECD, Paris, France 


Bender, M. G. Wages and Employment: Intra-Industry Considera¬ 
tions. 

The paper examines the problem of wage-employment adjust¬ 
ments within a given industry. It is assumed that the industry-mem¬ 
ber (firm) must maintain some minimal rate of profit basic to indus¬ 
try survival as a first priority (with pure profit maximization assum¬ 
ing secondary importance). With the former constraint in mind the 
wage-employment alternatives open to different industry-members 
faced with unique organized and non-organized labor markets are 
examined. The analysis utilized is capable of considering (1) non- 
homogeneous labor groups, (2) organized or non-organized labor 
supply, (3) wage adjustments, (4) employment adjustments, and 
(5) productivity adjustments within the principles of, but without 
the restrictions of, marginal productivity analysis. Am. Economist, 
Fall 1867,11(2), pp. 3-11 (English). Holy Cross College, Worcester 

Evans, Jr., R. The Labor Market and Parole Success. 

The long debate over structural unemployment and the enactment 
of manpower legislation have stimulated students of the labor mar¬ 
ket to renew their interest in problems of disadvantaged workers. 
Among the disadvantaged whose problems have received little 
professional attention from economists are men recently released 
from prison. In this paper Mr. Evans seeks to partially redress tliis 
deficiency by discussing the influence of success in the labor market 
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on subsequent criminal activity of parolees. In the first section he 
considers the theoretical context for his analysis, and in the second 
he presents some results of a survey of two samples of men released 
from Massachusetts correctional institutions in 1959. In the third 
section he suggests some public policy implications of his conclusion 
that success in the labor market is an important factor in parole suc¬ 
cess. Jour. Human Resources, Spring 1968, 3(2), English. 


Frey, B. IIow to Induce Labour Unions to Follow Guidelines. 

A guideline policy freezes the existing wage share in order to 
achieve price stability, llie unions arc also opposed to such a policy 
because they would largely loose their traditional bargaining func¬ 
tion. 

Empirical evidence as well as the Kaklorian Theory of income 
distribution .show that it is impossible to change the aggregate wage 
share by pushing for higher nominal wages. The wage share only 
rises when the workers save a higher percentage of their incomes. 
Tliough this savings policy is beneficial for the workers it has no 
chance of being undertaken by the unions on a large scale; The in¬ 
crease in the wage share is achieved by a reduction of the overall 
price level. 'Ihis constitutes, however, a “public good” in the sense 
that every income receiver benefits from lower prices regardless of 
whether or not he contributes to the savings policy. Instead of parti¬ 
cipating, a single union hence acts rationally if it asks for higher 
nominal wages. 

It is suggested that a combination of incomes policy and savings 
policy would overcome the shortcomings of both. The guidelines 
would not only serve to keep the aggregate price level constant but 
also stabilize the internal wage distribution between various groups 
of workers. The incomes policy is thus a prerequisite for a savings 
policy as now each union is assured that no other group of workers 
takes undue advantage at its cost. 

The government should actively encourage the unions to under¬ 
take a savings policy in order to show them tliat this not only gives 
them a new function (as the bargaining function has largely become 
redundant) but that the induced increase in the wage share is an 
adequate compensation for their agreement to follow guidelines. 
Ain. Economist, Fall 1967, 11(2), pp. 12-18 (English). University of 
Basel, Switzerland 



Subjects 529 

dIiubabne, a. a Study of New Enterprise. 

The study covers industrial enterprises in the first five years of 
their existence. This period corresponds to initial growth (“infantile 
growth,” 4 th section, 2). 

Beginning with the establishment of these undertakings in eigh¬ 
teen French planning areas for the years 1954-62, the first section 
outlines the results of French regional planning for the period in 
question. 

The second section shows that the construction of a simple local¬ 
ization model appears to be fraught with uncertainty because of tlie 
large number, and slight influence, of the variables involved. 

The third section studies the influence of short-term and growth 
factors on the labour force of these undertakings. For a given 
branch, their labour force tends to rise with the growth undergone 
by the enterprises existing in that branch. 

The final section studies the conditions of their growth. After 
searching for behavioural constants, it makes an attempt to con¬ 
struct a simple model of chance growth. It appears that the applica¬ 
tion of Markoff-type methods, to whatever degree, is not practicable 
in the present case, but that an analogical line of reasoning based on 
“types of behaviour” should yield a satisfactory working approach. 
Rev. Econ., Nov. 1967,18(6), pp. 975-1037 (French). 

Kain, J. F. Housing Segregation, Negro Employment, and Metro¬ 
politan Decentralization. 

This paper evaluates the hypotheses that racial segregation in the 
housing markets, (1) affects the distribution of Negro employment, 
(2) reduces Negro job opportunities, and (3) that postwar subur¬ 
banization of employment has seriously aggravated the problem. 
These hypotheses are tested empirically using data on place of work 
and place of residence obtained from the home interview smrveys of 
the Detroit Area Traffic Study in 1952, tile Chicago Area Traffic 
Study in 1956, and data on population and employment from tlie 
Census and other published materials. 

Analyses of these data for the Chicago and Detroit metropolitan 
areas indicate that the distribution of Negro employment is clearly 
affected by housing market segregation. This is especially true in 
Chicago where housing segregation is greater than in Detroit. 

Negro job loss was calculated from estimates of what Negro em- 
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ployment would be in the absence of housing segregation. These 
tentative estimates of Negro job loss suggest that housing market 
•segregation ma) significantly affect the level of Negro employment 
in metropolitan areas. Loss of job opportunities by Negroes are at¬ 
tributed to prohibitive transportation costs from Negro residential 
areas to many woikplaces, lack of knowledge about distant job op- 
poitunities, and greater discrimination by employers located in all- 
sshite lesidcnce area. 

Ti)ata for Chicago wore used to make rough quantitative estimates 
of the effects of postwar population and employment shifts of non- 
v\ lute employment between 1950 and 1960. Tliese estimates indicate 
the geneial dimensions of the impact of employment dispersal on 
Negro ]ol) oppoi tumties during die period. The findings suggest that 
rapid post-war suburbanization of metropo]it.m employment may be 
a partial explanation for continued high levels of Negro unemploy¬ 
ment in a full employment economy. Quart. Jour. Econ,, May 1968, 
82(2), English. Ilaivard University 


Mackay, D. I. Regional Labour Reserves: A Comment. 

'rhis comment discusses an article by Mr. G. Davies, “Regional 
Unemployment, Labour Availability, and Redeployment," in Oxford 
Economic Papers, March 1967. It disputes Davies* contention that 
the reseives of laboui are gieater in the fully employed regions and 
that, therefore, Biitish legional policy is based on a misconception. 
It argues that Mr. Davies has imdeicstnnalc'd the level of unemploy¬ 
ment in the development areas of Britain, has misjudged the quality 
of the unemployed and has paid scant attention to regional diflfer- 
ences in participation rates. Moreover, Mr. Davies takes no account 
of the inflationary pressiues which would be generated in the fully 
employed regions as a consequence of further development tlierem. 
Lastly, long term considerations i elating to the demand and supply 
of labour suggest that development areas will contain in the future, 
as in the past, the greatest reserves of labour. Oxford Econ. Papers, 
March 1968, 20(1), pp. 109-21 (English). University of Glasgow 

Main, E. D. A Nationwide Evaluation of M.D.T.A. Institutional 

Job Training. 

This evaluation of MDTA institutional job training is based on in¬ 
terviews with a national probability sample of about 1,200 trainees 
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and 1,060 other persons who were unemployed about the same time 
the training comses started. While the trainees’ personal evaluations 
of their MDTA comses were obtained in considerable detail, the 
basic purpose of the research was to learn whether the training had 
any effect on income and employment during the year of more be¬ 
tween the training and the interview. 

Among tho.se who ever held a full-time job since the training pe¬ 
riod, the MDTA program had no demonstrable effect on income; 
completers and nontrainees reported about the same weekly wages 
on their most recent full-time jobs. But more completers than non¬ 
trainees were employed when interviewed (78 versus 55 percent), 
which is probably the main reason for an observed difference in 
family income. When numerous other variables are controlled in a 
multiple regression analysis, the net effect of completing MDTA 
training is estimated to be about $10 a week in family income when 
interviewed. 

Tlie mean amount of full-time employment for trainees and non- 
trainees combined was 55 percent of the period since training. Con¬ 
trolling for several other variables, the net effect of MDTA training 
on full-time employment is estimated to be between 13 and 23 per¬ 
cent of the period after training for completers (and between 7 and 
19 percent for dropouts). Some of the difference is probably due to 
motivational or other factors not included in the multiple regression 
analysis. But it appears that the MDTA program does increase em¬ 
ployment, even if it does not lead to better paying jobs. Jour. 
Human Resources, Spring 1968, 3(2), English. 

MicHALOPounos, C. Labor Migration and Optimum Population. 

The paper examines the question of the optimum size of the labor 
force in a country from which labor is free to emigrate. It is argued 
that under assumptions of fi.xed factor endowment tire optimum size 
depends on the objectives the country desires to attain. Several such 
objectives are discussed and it is concluded that, from the stand¬ 
point of national economic policy, the only rational objective worth 
pursuing is tlie maximization of resident per capita income. 

Accordingly, it is demonstrated tlrat if wages in the country of im¬ 
migration are higher than the maximum average wage in the coim- 
try of emigration, free emigration from the latter to the former 
would be consistent with the attainment of maximum per capita in¬ 
come in the two countries combined and the world as a whole, but 
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inconsistent with the attainment of maximum per capita income for 
the residents of the country from which emigration is taking place. 
Furthermore, there is no inconsistency between the objectives of 
maximum world or national per capita income, if the wages in the 
countries of immigration are below the maximum average attainable 
in the country of emigration under conditions of constant technology 
and factor endowment. 

It is concluded that if the national objective is the attainment of 
maximum per capita resident income, then there is a theoretical pre¬ 
sumption that under certain circumstances, attainment of the objec¬ 
tive M'ould require policies restricting emigration. Such policies 
would become imperative if only skilled labor emigrated and would 
not be aflecled by the fact that some of the earnings of emigrants 
are repatriated in the form of remittances. However, it is stressed 
that the tlieoretical discussion in no way implies that the past, pres¬ 
ent, or future level of emigration from Southern Europe to the 
northern industrial centers has, in fact, been or will be detrimental 
to the countries of emigration, or that emigration restrictions are at 
present indicated in these countries. Ktjklos, 1968, 21(1), pp. 130-43 
(English). Clark University, Worcester, Mass. 


IloBiNsoN, O. Wiitc-Collar Bargaining—A Case Study in the Private 

Sector. 

The subject of the case study is two successive salary claims sub¬ 
mitted to the Trustee .Savings Banks Employers Council by the Na¬ 
tional Union of Bank Employees in 1963 and 1964 on behalf of the 
Savings banks’ 8,000 employees in Britain. The purpose of the study 
was to examine the problems and processes of salary determination 
of white-collar workers in the nonpublic sector of employment 
where the extension of salary determination by collective bargaining 
(as opposed to unilateral salary fixing by employers) now appear.s 
inevitable, if still gradual. Examination of the claims showed that 
the salary objectives of the union and the employers were unexcep¬ 
tional; the union was seeking bigger incomes (including improved 
fringe benefits) for its members and the employers were concerned 
to contain rising costs in a business with labour costs amounting to 
73% of operating costs. The criteria evoked by the parties to support 
their claims were equally unexceptional and typical of those com¬ 
monly used in collective bargaining in Britain—comparability, staff 
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productivity and employers’ ability to pay. Analysis of the bargain¬ 
ing processes however, showed that the difficulties which caused the 
parties to resort to arbitration (after limited industrial action by the 
union) arose from failure of the parties to justify their views in 
terms of the criteria evoked in support of their cases: both the 
Union and the employers failed to adduce adequate evidence to up¬ 
hold the arguments on which their cases were based. 

The study indicates that there is considerable scope for improve¬ 
ment of the rationale of bargaining in the Trustee Savings banks. 
Arbitration enabled the parties to obtain salary settlements, but af¬ 
forded them no guidance on either the choice or justification of bar¬ 
gaining criteria. It is therefore suggested tliat without altering the 
fundamental nature of arbitration it should be possible for arbitra¬ 
tors to exercise a beneficial influence on the parties subsequent bar¬ 
gaining behaviour. Scottish, Jour. Pol. Econ., Nov. 1967, 14(3), pp. 
256-74 (English). School of Management, Bath University of Tech¬ 
nology, UK 


Simula, P. The Growth of a Population of Industrial Entciprise in 
the Midi-Pyrenees: 1954 to 1965. 

The distribution of growth rates by enterprise shows (1) The 
growth of employment by undertaking has followed a few, and usu¬ 
ally complex, major patterns: undertakings whose labor force is fall¬ 
ing experience an upward trend of varying intensity; where there is 
a rise, the movement is a symmetrical one. (2) Gibrat’s Law does 
not apply to the growth of the labor force of undertakings. The 
growth rates of large undertakings are on average, slight and lie 
within a narrow range. By contrast, small-sized undertakings exhibit, 
on average, high and widely dispersed growth rates. (3) The more 
dynamic a branch of industry, the more diversified is tlie behaviour 
pattern of the undertakings that compose it. 

The distribution of variations in labor force by undertaking shows 
(1) the distribution of undertakings by classes of variation in labor 
force can be broken down into a basic distribution (untler an aggre¬ 
gate common to each real distribution) and an additional distribu¬ 
tion. (2) The basic distribution applies to three-quarters of the un¬ 
dertakings and exhibits a structural permanence which corresponds 
to a linear growth of employ'ment. (3) The additional distribution 
applies to only a quarter of the undertakings and be broken down 
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into a trend towards a more rapid rise in the flow of creation and 
disappearance; short-term fluctuations; and chance fluctuations con¬ 
nected with extreme variations and moderated by a compensatory 
phenomenon. Rev. Econ., Nov, 1967, 18(6), pp. 940-74 (French). 


Sihauss, G Apprenticeship-Related Instruction: Some Basic Issues. 

"Related instruction” in school, for several hours each week, is re¬ 
quired by most apprenticeship programs in the United States. A 
northern California study suggests that apprentices by and large 
have little desire to return to formal classroom education, and they 
fed that many of the subjects covered (particularly mathematics) 
provide little help on the job. Teaching techniques, which empha¬ 
size self-dii ccted study from workbooks, seem inappropriate for stu¬ 
dents with a negative attitude toward “book learning.” And yet tlie 
heterogeneous nature of most classes makes “up-front” teaching dif¬ 
ficult. ^^lth important exceptions, good teachers and teaching mate- 
iial are haul to find Neveithi'less, with the increasing specialization 
of the training offered by indmdual employers, related instruction 
should play an evcnnoic important role in apprenticeship. Two 
major questions are: (1) Should apprentices be required to take 
pre-apprenticeship training before going on the job, and (2) to 
what extent should "manipulative” training be provided in class? 
four Human Resources, Spring 1968, 3(2) English. 


Stkomsdori m, E. W. Determinants of Economic Success in Re¬ 
training the Unemployed: The West Virginia Experience. 

The economic costs and benefits of govemincnt-sponsored retrain¬ 
ing of the Iving-term unemployed in West Virginia from 1959 
through 1962 are examined and analyzed in this study of the post- 
training labor market experience of 879 Trainees, Nontrainecs, and 
other groups, A multivauate analysis was used. When the effects of 
age, sex, education, and other socioeconomic and labor m.ukct vari¬ 
ables were held constant, the net effect of retraining on employment 
and before-tax earnings for the study sample was shown to be posi¬ 
tive and statistically significant. Average monetary benefits exceeded 
average monetary costs during the 18-month post-training period 
Jour Human Resources, Spring 1968, 3(2). English. 
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ViNCENS, J, Regional Forecasts of Employment in Industry. 

The article discusses the need for diversified forecasts by public 
authorities at the regional level. Forecasting techniques must, there¬ 
fore, be adapted to these requirements. 

The concept of the population of an undertaking can be of great 
use in forecasting industrial employment. Because jobs are created 
in enterprises, the study of changes in their population forms an es¬ 
sential prelude to an analysis of employment trends. 

The article considers the forecasting techniques employed, speci¬ 
fying their weaknesses or the conditions, usually severe, to be satis¬ 
fied in applying them. The extrapolation of past trends and the man¬ 
ner in which forecasts made by the enterprises are applied are ana¬ 
lyzed with the aid of statistical data compiled by the Institute 
d’Etudes de I’Emploi of Toulouse. 

The article concludes by describing a method for making empiri¬ 
cal forecasts and showing how consistency can be achieved between 
regional and national forecasts. Rev. Econ., Nov. 1967, IS(6), pp. 
878-939 (French). 

Albeda, W. Een actief arbeidsmarktbeleid. (With English summarj.) De 
Economist, Nov.-Dcc. 1967, pp. 739-67. 

Arle.s, J. P. Minimum wages in the Congo (Kinshasa). Internal. Lab. Rev., 
Oct. 1967, pp. 388-416. 

Barth, P. S. Unemployment and labor force participation. Southern Econ. 
Jour., Jan. 1968, pp. 375-82. 

Behma.v, S. Wage-determination process in U.S. manufacturing. Quart Jour. 
Econ., Feb. 1968. 

Benhwitz, M. Human capital and occupatioiiiil choice—a theorcHcal model. 

Southern Econ. Jour., Jan. 1968, pp. 406-9. 

Bhalla, a. S. Manpower planning in the context of perspective economic 
planning in Pakistan. Internal. Lab. Rev., Nov. 1967, pp. 468-96. 

Bussey, E. M. Organized labor and the E. E. C. Indus. Rel., Feb. 1968, pp. 
160-70. 
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Inlernat Lab. Rev., Dec. 1967, pp. 557-80. 
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July 1966, 48-57. 

Cook, A. H. Women and Aemrican trade unions. Annals Am. Acad. Pol. Soc. 
Sci., Jan. 1968, 124-32. 
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1967, pp. 975-1037. 
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Garbarino, j. W. Professional negotiations in education. Indus. Rel., Feb 

1968, pp. 93-106. 
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Lab. Rev., Jan. 1968, pp. 8-13. 
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IIonowiTZ, M. A. AVID Hebbnstaot, I. L. More doubb about average training 
times com])ute(l fiom GED and SVP. Rev. Econ. Stat., Nov. 1967. 
Johnstont:, E. Women in economic life: rights and opportunities. Annals Am. 

Acad. Pol. S’oe. Sci., jan. 1908, pp. 102-14. 

Khan, A. R, What has been happening to real wages in Pakistan? Pakistan 
Ocvclop. Rev., autumn 1967, pp. 317-47. 

KmiMAN, E. Measuring the struehiral severity of unemployment. Indus. Rel., 
Feb. 1968, pp, 140-59. 
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Carboix, a. B. and Ihnen, L. A. Costs and Returns for Two Years 

of Postsecondary Technical Schooling: A Pilot Study. 

In this study of a specific type of higher education, incomes of 
technical school graduates were compared with incomes of high 
school classmates who had similar academic records in high school, 
but did not take any formal education or training at the postsecon¬ 
dary level. Property income was excluded from the time series data 
which covered the period of technical schooling and a minimum of 
four years after schooling. Data were collected on fringe benefits, an 
important part of the returns to investment in schooling. 

The study involved forty-five of the 1959 and 1960 graduates of 
Gaston Technical Institute in Gastonia, North Carolina. The control 
group consisted of forty-five high school graduates from the forty- 
two North Carolina secondary schools previously attended by the 
Gaston Tech graduates. All of the high school and Gaston Tech 
graduates were white males. 

Incomes of both groups were regressed on variables thought to be 
related to formal schooling and income. The regression results pro¬ 
vided an estimate of the income effects of technical schooling net of 
the income effects of several related factors such as mother’s educa¬ 
tion, rural or urban residence, length of military service, size of high 
school, and migration. 

Returns to investment in technical schooling were projected be¬ 
yond the data period using age-earnings profiles constructed from 
census data. Projected returns were adjusted for mortality risks 
based on survival data published by the Bureau of Vital Statistics. 

Returns to investment in technical schooling were projected be¬ 
yond the data period using age-eamings profiles constructed from 
census data. Projected returns were adjusted for mortality risks 
based on survival data published by tlie Bureau of Vital Statistics. 

The average total cost for the two years of technical schooling 
was $7,425 and the rate of return on total investment was 20.1 per¬ 
cent. Approximately one-third of the total cost was paid with public 
funds. The average private cost for two years of technical schooling 
was $4,920 and the rate of return on private investment was 25.9 
percent. Jour. Pol. Econ., Dec. 1967, 75(6), pp. 862-73 (English). 
North Garolina State University 
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Chiswick, B. R. The Average Level of Schooling and the Intra- 

Regional Inequality of Income: A Clarification. 

Using the theory of investment in human capital, a model is de¬ 
veloped which demonstrates that, ceteris paribus, the intrareglonal 
relative inequality of income is positively related to the average lev¬ 
els and the variances of both years of schooling and rates of return 
from schooling. An inter-state empirical analysis indicates that while 
the simple correlation between the level of schooling and income in¬ 
equality is significantly negative, the partial correlation (when 
schooling inequality and tlie rate of return are held constant) is sig¬ 
nificantly positive. 

The change in the sign of the correlation is due to the effects of 
migration. Analytically, it is demonstrated tliat the greater the rela¬ 
tive mobility of those with higher les'cls of schooling, the larger is 
the negative correlation between the average level of schooling, and 
the average rate of return, and, thus, the greater is the likelihood of 
a positive partial correlation appearing as a negative simple relation 
between the average level of schooling and income inequality. It is 
not surprising, therefore, that the average level of schooling and the 
inequality of income have a negative simple and a positive partial 
coireiation across the states of the United States. We would expect a 
similar pattern to appear across the regions of other countries, but it 
is less clear that such a pattern exists in cross-sectional international 
data. Am. Econ. Rev., June 1968, 5S(3), English. University of Cali¬ 
fornia, Los Angeles, USA 

l>.EiiLE, J. S. The Costs and Sources of Finance of Australian 

Health Services. 

This article presents the first comprehensive estimates of current 
expenditures and soiuces of finance of Australian health services, 
using an analytical framework developed by W.H.O. For the finan¬ 
cial years 1960-61 and 1963-64, current expenditures are estimated at 
$682 m. and $854 m. respectively. In both yeai's, governments of all 
kinds provided directly about 51 per cent of all finance available, 
but after tax concessions were allowed on private payments the final 
share of governments was 63 per cent. In aggregate, the division be¬ 
tween public and private finance has been stable for some years, but 
in the financing of general hospital care government subsidies have 
been progressively replaced by voluntary insurance finance. 
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Current health service expenditures represented 5.85 per cent of 
national income in 1960-61, and 5.91 per cent in 1963-64. Of the 28 
countries surveyed by W.H.O. in 1960-61. Australia ranked sixth in 
terms of the proportion of national income spent on operating health 
services, and fourth in terms of expenditures per head of population 
(exceeded only by the U.S., Canada and Sweden). 

Main policy issues involve: (i) Spending on medicaments in 
which Australia is amongst the highest in the world, if not the high¬ 
est. It is difficult to assess comparative usage or comparative prices 
at manufacturer level, but it is clear that the costs of distribution are 
relatively high. They appear to be comparable with costs in the U.S. 
and Canada, but much higher than in the U.K. and other European 
countries with similar government-financed schemes, (ii) The costs 
of voluntary insurance financing, which are significantly higher than 
in the U.S. and Canada, and much higher than the costs of tax fin¬ 
ancing which voluntary insurance is tending to replace, (iii) The 
costs of complexity and lack of co-ordination in both the provision 
of services and their financing. Econ. Record, Dec. 1967, 43(104), 
pp. 518-43 (English). University of Melboiune 

Katzman, M. T. Distribution and Production in a Big City Ele¬ 
mentary School System. 

The present inquiry is a case study of the distribution of benefits 
from a multiplant, big city elementary school system to different so¬ 
cio-economic groups. The basic questions are: 1) what are the prin¬ 
ciples according to which the benefits are distributed; 2) what is the 
shape of the resultant distribution; and 3) how is the distribution of 
benefits related to the socio-economic status of tire recipient? 

To answer these questions, the entity being distributed is defined 
as the schools’ contributions to six indicators of student performance 
—e.g. test scores and dropout rates. A regression analysis of produc¬ 
tion is undertaken to estimate the contribution of several school in¬ 
puts to these measures of performance, holding the influence of fam¬ 
ily constant. Such an analysis revealed that; (1) dollar expenditures 
are poor siorrogates for quality measures based on school outputs; 
(2) the several inputs have different effects on each of the several 
outputs; and (3) the relative contribution of home and school to 
level of performance varies among the several outputs measured. 

The analysis of distribution reveals little differences among the 
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schools in costs per student but great differences in the eflSciency 
with which funds are used and in the outputs generated by those 
funds. There are strong systematic biases in favor of districts with 
higher incomes, higher percentages of white, and higher voting par¬ 
ticipation rates. Although there are inequalities among Boston’s 
schools in districts differing in income, these tend to be less than the 
inequalities among towns with similar income differences. In effect, 
big city .schools equalize educational opportunity in the context of 
metropolitan society as a whole. Yale Eccm. Essays, Spring 1968, 
8(1), Engli.sh. 


Lf.vy, F. K. Economic Analysis of the Non-Profit Institution—The 

Case of the Private University. 

Tile paper argues that conventional economic analysis of the firm 
whether based on profit maximization or similar assumptions, e.g. 
maximization of managerial discretion, has many shortcomings when 
applied to non-profit organizations. A programming model based on 
these concerns’ operating budgets which can incorporate a diversity 
of goals is then presented and discussed. The paper concludes with 
an application of the model to a hypothetical university. Public 
Choice, Spring 1968, 4, pp. 3-15 (English). Rice University 


Mtlleh, A. R. The Migration of Employed Persons to and from 

Metropolitan Areas of the United States. 

This paper investigates the relationship betivecn the in-migration 
and out-migration of employed persons to and from specific metro¬ 
politan areas. Utilizing data from the 1960 Census of Population, it 
presents evidence that this relationship is close, that is, that areas 
gaining large (or small) numbers of employed persons through mi¬ 
gration tend also to lose large (or small) numbers this way, whether 
the gain and loss are measured on a relative or an absolute basis. 
Moreover, the correlation between the two flows remains high 
whether one examines the data for all employed persons in combina¬ 
tion, or breaks the employed total down into its specific color-sex 
and major occupation group components. 

Preliminary analysis of data from the 1940 Census of Population 
indicates that the same close relationship existed for the 1935-1940 
period, despite the fact that the economic climate then differed 
markedly from that prevailing 20 years later. 
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The findings suggest that the costs of economic change and eco¬ 
nomic growth in terms of the amount of gross mobility required to 
produce a relatively small net change are very considerable and that 
analyses of migration that focus on the prediction of net flows or the 
interrelationships between net flows and other economic variables 
may be omitting a major aspect of the process. Jour. Am. Stat. 
Assoc., Dec. 1967, 62(320), English. University of Pennsylvania, 
USA 

West, E. G. The Political Economy of American Public School 

Legislation. 

Economics conventionally favours the self-interest over the “be¬ 
nevolence” hypothesis in the explanation of private economic behav¬ 
iour. The new “economic theory of democracy” has recently ex¬ 
tended the same profit-maximising criterion to the area of politics. 
IIow much self-interest and how much benevolence characterises 
legislative activity? Educational legislation is a good area to test 
such hypotheses since past trivimphs in this field are usually thought 
of in terms of benevolent legislation par excellence. 

After an examination of the evolution of /\merican legislation 
(New York State is selected for special illustration) the article con¬ 
cludes that the events were indeed substantially consistent with the 
hypothesis of private self-interest among 19th century voters, politi¬ 
cians and pedogogic pressure groups. Initial American government 
intervention largely took the form of partial subsidies for the educa¬ 
tion of children in common schools. Before 1867 in New York State 
parents of all classes paid some significant part of the costs of the 
education of their children in direct payments (fees). Since deci¬ 
sions to remove a child to a completely private school did not there¬ 
fore involve “paying twice” many parents enjoyed active choice. Se¬ 
rious competition from private schools led the common school sup¬ 
pliers, who were politically more powerful, to agitate for zero prices 
(100 per cent subsidies) exclusively in the public sector with the 
view to curbing both choice and competition. The tiiumph of the 
1867 “Free School Campaign” provided them with their required 
victory. From this success the public schools proceeded to campaign 
for still further measures to strengthen their monopoly position. 
Whilst before 1867 they argued that poor school attendance 
stemmed from the requirement of fees, after 1867, when these had 
been abolished, and when what was considered to be bad atten- 
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cowpithion — wds consistent with their well estaOusAffo ^UTSUJ 
monopoly income. Indeed, die securing, through the statutes, 
compuhory pdtranage up to a given “school leaving age, and t 
blocking of alternative supply (private education) illustrated a £on 
of inoiiopohsing which was unmatched in any sector covered by th 
normal aiiti-lrust legislation. Parents, children and private school 
were insulliciently organized to resist the erosion of choice anc 
competition. 

There are new and separate arguments for and against the contin 
nation ot free, compulsory and publicly provided education in tht 
20th century. Total perspective still demands however a consider¬ 
ation of the paiticular shape of our educational institutions and tht 
behaviour of those who have a personal stake in their specific form 
Jour. Late ix Econ., Oct. 1967, JO, pp. 101-28 (English). University 
of Kent at Canterbury, England 


Zoi.Lvrii, D. Obscrv'ations on the Inequality of Income Distribiitior 

(Beobarhtungen zur Ungleichhcit der Einkommensverteilung) 

Observations of the income inequality in Germany based on sta¬ 
tistical data from 1913, 1936 and 1950 came to the conclusion that 
the income distribution diuing this period, as showm by the Lorenz 
cuive, has become more equal. Newly available data from 1961 
show however that this tendency does not continue but that inequal¬ 
ity has widened again since 1950. 

Any attempt to achieve an approximate evaluation of the income 
inequality of the world population has to overcome serious lack of 
statistical data and methodical insufficiencies. If in spile of such dif¬ 
ficulties it is felt permissible to rely on available data and reasonable 
estimates it would appear tliat inequality of income among the 
world population, i.e., the difference between average per capita in¬ 
come in the countries of the world, is substantially larger than ir 
any industrialised country. Nearly two-thirds of the world popula¬ 
tion receive only 13 per cent of total income. It is highly desirable to 
obtain more and improved calculations on this topic. 

Ever since Pareto s law of personal income distribution it has been 
confirmed that individuals are not distributed over income bracket 
according to a “normal” distribution, but that in the higher income 
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groups there are always relatively more income receivers than in the 
lower ones. Out of several explanations for this characteristic shape 
of any distribution curve Gibrat’s ‘law of proportional effect” seems 
io be compatible with the facts. The law of proportional effect 
seems to be valid also within public and semi-public organisations 
which show a remuneration structure quite similar to the character¬ 
istic income distribuUon on the free market. From step to step 
within organisational structures relative income differences appear 
to remain stable rather than absolute differences. Schmollera Jahr., 
1967, 87(4), pp. 441-60 (German). 

Abwaga, E. E. Metoclos de proyecci6n de poblaciones. Algunas conslderaciones 
sobre los tnAs usados. Rev. Econ. y Estad., 1967, 11(1-2), pp. 5.5-64. 
Chase, R. X. “Struttural” and "aggregative” emphases in anti-poverty policy. 

Am. Jour. Econ. Soc., Jan. 1968, pp. 9-26. 

CoLBEBG, M. R. ANT) WINDHAM, D. M. Diffcrenziali di reddito culturall e 
geogratici negll Stati Uniti. (With English summary.) Riv. Intemaz. di Sci. 
Econ. e Com., Oct. 1967, pp. 990-98. 

CoNDE, R. Determinacidu cle la poblacidn dptima a travds de la variacidn del 
ingresso/habitante cn una cconomia cerrada, inanteniendo constantes la 
tecnologia, el capital y recursos naturales disponibles. Rev. Econ. y Estad., 
1067, 11(1-2), pp, 77-100. 

Eicher, J.-C. Lc financemcnt de Tedncation. (Witli English summar)'.) Riv. 

Intemaz. di Sci. Econ. e Com., Oct 1967, pp. 971-89. 

Enke, S. The economic case for birth control in underdeveloped nations. 
Challenge, May-June 1967, pp. 41-43. 

Ehickson, a. Clothing the urban American family; how much for whom? Mo. 
Lab. Rev , Jan. 1968, pp. 14-19. 

Johnson, H. G. Some economic aspects of brain drain. Pakistan Develop. 
Rev., autumn 1967, pp. 379-411. 

Lanier, A. R. Women in the rural area.s. Annals Am. Acad. Pol. Soc. Sci., Jan- 
1968, pp. 115-23. 

Mishan, E. J. and Needleman, L. Immigration: long-run economic effects. 
Lloyds Bank Rev,, Jan. pp. 1,5-25. 

Monteil, J. La comparaison des niveaux de vie au sein du Marchd Commun. 
(With English summary.) Riv. Intemaz. di .Sci. Econ. c Com., Dec. 1967, 
pp. 1194-1201. 

Peacock, A. and Shannon, R. The new doctors’ dilemma. Lloyds Bank Rev., 
Jan, 1968, pp 26-.38. 

Singh, D. B. Economic aspect.s of population growth in India. Asian Econ 
Rev., Aug. 1967, pp. 373-89. 

ZOLOTAS, X. La migration internationale des travailleurs ct le ddveloppement 
dconomirjue. Econ, Appliqude, Oct.-Dec. 1967, pp. 445-502. 
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,r, Z', mer-s Method hr Assessbg the SipAooce 

CaV Votes. 

In 1959 William H. Biker cfei'ised an ingenious We^od fOT j 
ing the outcomes of roll call votes by voting bodies, simuJtaneou 
weighing attendance and closeness of vote and assigning to eac 
outcome a different coeiEcient of signiBcance ranging from zer 
(unanimous with bare quorum) to one (closest possible decisiv. 
split with full attendance). This paper analyzes the properties oi 
Riker’s coelScients, which are shown to lie on sets of northeast- 
southwest diagonals which may be mapped on the matrix of decisive 
outcomes for any .size voting body. Besides providing a simpler way 
of calculating Riker’s coefficients than his formula, the elements of 
the diagonals disclose assymmctiies in his scale for any one voting 
body and for different size bodies, depending on whether they have 
odd or even numbers of members and odd or even quorum size. A 
twelve man committee (e.g., the Federal Open Market Committee) 
is used to illustrate inh-a-scalc bias, and other examples are used to 
show the extent of inter-scale biases. A simple technique is proposed 
for ranking all outcomes uniformly on Riker’s scale. Public Choice, 
Spring 1968, 4, pp. 56 ff. (English). Duke University, Durham, North 
Carolina, USA 

De Alessi, L. a utility analysis of post-disaster co-operation. Papers Non- 
Market Decision Making, fall 1967, pp. 85-89. 
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(.'KKCER, P llie Soviet Bank for Foreign Tiadc and Soviet Banks 
Abroad; \ Note 


Economic Appliqu^e, Vol. 20, No. 3, 1967 

Cavai.iiiu, D. Stabilisation des Piix et Balance dt^s Paiements 
i)E Larc.i ntaye, J. L’6taIon Marchandises 

Gamiiino, Politique Mon^taiic et Credit Chez C. B, Turroni 
Eevasttk M, I,’evaluation des Pro|eLs Industricis 
Mauczewski. ], Le Role des Piix dan.s un Systcnic Plnnifio 


Economic Appliqu^e, Vol. 20, No. 4, Oct.-Dec. 1967 

Demonts, R La Recherche dans la Finne Pluiin.itionalc et la Propaga¬ 
tion des Techniques 

Gallfz, P, Region Polarls^e et R6gion-P]an, La Region Argentine du 
Comalnie et le Probl^me de ses Limites 

Lrvr, L Siir le Df’veloppement du Revenu Italien et sur sa Transforma¬ 
tion Structurale au Cours des Cent Demiilres Anndcs 

Zaghini, F. Sur la Condition de B^.solubihte du Mod^ile Feim^ de 
Leonlief 

ZoLOTAS, X. La Migration Internationale des Travailleurs et le D^velop- 
pemerit Economique 

Economic Appliqu^e, Vol. 21, No. 1,1968 

Armand, L, Industrialisation et Stnrcture.s 

Bahtoli, II. Emplol et Industrialisation 

Caire, G. Libi^ration des Marches. Di.sponibilite en Facteurs el Occasions 
d’investissements 

Demonque, M. Le .sens de llndustrialisation 

Destannf de Bernis, G. Les Industries Industrialisantes et I’lnt^gration 
Economique R^gionale 

Dumont, B. Les Industries de la Crolssance 

Galley, R. Le R61e Moteur de ITrifonnatique 

George, P. La Ville et I’lndiistrialisation 
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Llau, P. La Strategic du Financement de rriidustrialisation Franvaise 
Conteinporaine 

Malassis, L. Industrialisation de TAgriculhirc 
Russo, F. Science et Industrialisation 

Iconomies et $od4t6s, Vol. 2, No. 1, Jan. 1968 

Cepede, M. Analyse Statistique de I’Emploi Agricole 
fEGOUZO, G. Piobl^mes de Mobilite Professionelle des Populations 
Agricoles Regionales 

Klatzmann, J. Optimim de Population Agricole et Planification Inter¬ 
region ale 

Laubent, C. Caracti^ristiques Actuelles de la Population Active Agricole 
en France 

Malassis, L. Developpement Economique et Emploi Agricole 

Iconomies et Soci4t4s, Vol. 2, No. 2, Feb. 1968 

Aymard-Faillebin, M, Progr^s et Freins de I'AgricuIture fCazalche 
Beaucourt, C. Structure et Localisation du Capital en U.R.S.S. 

Holzman, F. D. Operations of Trade Adjustment Mechanisms 
SOKOLOFF, G. L’industrie Cliimique Sovi^tique 

Economies et Soci^t^s, Vol. 2, No. 3, March 1968 

Ansoff, H. I. Vers une Th^orie Strat6gique des Entreprises 
Houssiauz, J. and I.e Goc, M. Les Concentrations dans les Strategies 
d’Entreprise 

Kbiebel, C. H, La Place de I’Ordinateur dans les Strategies d’Entreprise 
Marenco, C. and Urvoy, J. Les Ordinateurs et Strategies dans les Entre¬ 
prises Frangaises 

Tabatoni, P. and Others. Analyse Empirique des “Contrainles Strate- 
giques” de I’Entreprise 


Economisch en Social Tijdschrift, Vol. 21, No. 6, Dec. 1967 

Block, H. J. and Vehstraelen, R. F. Beschouwingen Over de Rol van 
de Accountancy in Het Raam van de Fusie van Ondememingen 
Couturier, J. J. Fiscale Aspecten van de Hergroepering van Onder- 
ncmingen 

d’Oultbemont, F. Le Rdle Moteur des Grandes Entreprises Inter¬ 
nationales dans le Marche Mondial 
CoHis, R. Menselijke A.specten 
Nfo^E, F. Fusies. (Witli English summary) 

Rogiesis, F. and Kempeners, A. Concentratie in eeu Groeiende Markt- 
economie. (With English summary) 

Rombouts, T. De Werknemers en de Fusie 

Sadoc, P. Les Causes de la Concentration et la Necessite d'une Politique 
en Face de ce Processus. (With English summary) 

Thielemans, E. De Conc'entratie en de Zelfstandige Middelgrote en 
Kleinc Ondememingen 

ViGNES, D. De Europese Handelsvennootschap: Stand van Zakeii. (\t'ith 
English summary) 
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De Economist, Vol. 116, No. 1, Jan.-Feb. 1968 


• Bhcc.mans, I. J. (Ji<i en de Computer. (Clio and the Computer. With 

English suniiiuiry) ... £ 

• Eizenga, W. Het Liquiditeitskaraktor van Spaartegoeden. (The Liquid 

Assets Character of .Savings Balances. With English summary). £ 

• Klsnt, J. J. Ka.sgeld en Kasbelegging. (Liquid and Invested Cash 

Balances, Witli Engh.sh summarv) . f 


• I’.APPEN'HEiM, P. Invoerrechten en Het Actieve Veredelingsverkeer in 
de E.E.G. (Import Duties, Charged in E.E.C.-Countries on Pinal 
Products, Manufactured in the Exporting Country Wholly or Partly 


from Imported Raw Mateiials or Semi-Finished Products. With 

English suimnary) . £ 

• Pen', j, Modellen en Vooroordclen: Het Nieuwe Book van D. B. J. 
Schouten. (Models and Prejudices; The New Book of D. B. J. Schou- 
ten With English sumniaiy). . f 


De Economist, Vol. 116, No. 2, March-April 1968 

• Bc’rrtR, f. Ilet Autoclave Stelsel: Kruipende Wisselkocisen in Phiats 

van Vaste of Zwevende. (The Autoclave System; Creeping Rates of 
Exchange Instead of Fixed or Flexible Rates. Witli English summary) (. 

• Cr.amb'b, j, S. Woonruimte, Huren en Woonwensen van Amsterdamse 

Cerinnen in 1962. (A Sample Survey of Housing and Rents—Amster¬ 


dam, 1962. With English summary) . 7 

• IwEMA, R. Cutijunctuur, Structuui en Economische Groci. (Trade 
Cuies, Structure and Economic Cri'wth, With English summary) . C 


• Korais, J. Economic en Stochastiek. Een Beschouwing over de Proble- 
nicn die Kunnen Rijzen Bij de Empirische Toetsing van een Econo¬ 
mische Theorie. (Economics and Stochastic Processes. Consideration 
on die Problems that May Arise from Testing Theory by Reality) 

Ekonomiska Samfundets Tidskrift, Vol. 21, No. 1,1968 

VON Fieandt, R. En Bedomning av 1967-ar.s Dcvalvering. (The Devalu¬ 
ation and its Consequences. With English summary) 

Meinandeh, N. Devalvering.sdebatteiis Prerais.ser och Oppenhet. (The 
Premises and Lack of Publicity of die Devaluation Discussions) 
Mickwitz, G. Devalveringen och dess Oinstrukturoringscffekt. (Devalu¬ 
ation and its Effect on Structural Change. With English Summary) 
Paunio, j. j. Inkoinstpoliliken—Samhallsekonomemas Dilemma. (In¬ 
comes Policy—The Dilemma of the Social Economist. With English 
.summary) 

Tollet, C. C. Exportavgiftema Broms pi "Nyexporten.” (The Export 
Surcharges, a Brake on New Exports. With English summary) 
Tobnqvist, E. Stabiliseringsproblematiken Efter Devalveringen. (The 
Problems of Stabilisation luter Devaluation. With English summary) 
Waris, K. Devalveringsfrigan ur Centralbankens Synvinkel. (The De¬ 
valuation Question from the Point of View of the Central Bank) 

Engineering Economist, Vol. 13, No. 2, Winter 1968 

Magyar, W. B. Economic Evaluation of Engineering Projects 
Smith, G. W. Decreasing Utility for Money and Optimal (xjrporate 
Debt Ratio 
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^ood Research Institute Studies, Vol. 7, No. 3,1967 

• Hsieh, S. C. and Ruttan, V. W. Environincnta], Technological, and 

Institutional Factors in the Growth of Rice Production: Philippines, 
Thailand, and Taiwan . 

• Tweeten, L. G. The Demand for United States Farm Output. 

• Yamasa, S, Changes in Output and in Conventional and Non-coiiven- 

tional Inputs in Japanese Agriculture Since 1880 . 


?ood Research Institute Studies, Vol, 7 Supplement, 1967 

CooTNEH, P. H. Speculation and Hedging 
Gray, R. W. Price Effects of a Lack of Speculation 
Larson, A. B. Price Prediction on the Egg Futures Market 
Rockwexx, C. S. Normal Backwardation, Forecasting, and the Returns 
to Commodity Futures Traders 

Telser, L. G. The Supply of Speculative Services in Wheat, Corn, and 
Soybeans 

WoKsaNO, H. Tests of a Theory Concerning Floor Trading on Commodity 
Exchanges 

.foreign Affairs, Vol. 46, No. 3, April 1968 

MrLLDCAN, M. F. India in Transition—Economic Development: Per¬ 
formance and Prospects 

German Economic Review, Vol. 6, No. 1,1968 

DiiRR, E. Problems of Metliod and of Policy in Caleulating Development 
Assistance Requirements 

Haller, H. Some Comments on So-Called Parallel Policy in Public 
Finance 

[^iomale degli Economisti e Annali di Economia, Vol. 26, No. 9-10, 
3ept.-Oct. 1967 

Bertolino, a. Qualche Considerazione sui Concetti di Spazio e Tempo 
in Economia 

Campolongo, a. La Misura dei Divari Ecoiiomici Interregionali 
Cantarelli, D, Nota sulle Prove dei Teoremi sui Vantaggi Comparati 
CiUASSiNO, G. Uno Schema Logistico di Tipo m Generalizzato 
Fossati, a. Effetti dei Tributi nella Teoria Tradizionale ed in Alcuni 
Modelli Determinati di Monopolio Bilaferale. Part 2 
Giacalone-Monaco, T. Due Documenti sulla Vita di Pareto 
Paolozzi, G. F., Ierini, F., Rossi, E. and Bastianini, E. II Movimento 
dei Prezzi in Olanda dal 1595 al 1705 
SoHBi, U. Dinamica Economica e Sociale dei Consumi Alimentari 

jiomale degli Economisti e Annali di Economia, Vol. 26, Nos. 11- 
2, Nov.-Dee. 1967 

Bonadonna, a., Galassi, G., Vida, A. and Alchisi, G. Ricerche di 
Cinematica Storica. II Movimento dei Prezzi in Giappone dal 1878 al 
1957 






, 5 ,%> /fffjr/ta/ cf 

Bnvffo, S. Ammortamenti AcceJerati Fiscalt, Discnmuiazione tn In. 

vestimeiifi cli Diverse Durata e Durate delllnvestiaiento 
d’Ajubebgo, E. UnidentiBcazione di Schenti per I'Economia Finanziaria 
(I Parte } 

Fossatt, a. EflFetti dei Tributi nella Teorie Tradizionale ed in Alcuni 
Modelli Determinati di Monopolio Bilateralc (Seguito e Fine) 

(iAETA, A. Monopolio e Concorrenza nel Pensiero di Amoroso 
Laotknna, O. Un Metodo per il ControDo dell’Errore di Prima Specie 
nell’Analisi della Varianza 
Papi, G. U. Risolvere la Crisi Aliinciitaie Mondiale 
Repaci, F. a. Problem! Risolti e da Risolvere 

Ilitotsubashi Journal of Economics, Vol. 8, No. 2, Feb. 1968 

Miyazawa, K. Input-Output Analysis and Interrclational Income Multi¬ 
plier as a Matrix 

MizoGDcm, T. On the High Personal Saving Ratio in Japan 
SiirNOUARA, M. Formation and Transition of the Dual Economy in Japan 

Hitotsubashi Journal of Social Studies, Vol. 4, No. 1, Jan. 1968 

Minogochi, T. The Theory of a Size of Manufacturing Business 
Tsuzuki, C. I..awrence Cronlund and American Socialism 

Impact of Science on Society, Vol. 17, No. 4 ,1967 

Lavuentiev, M. Akademgorodok and the Development of Siberia 

Impact of Science on Society, Vol. 18, No. 1, 1968 

Dou(;las, J. S. Land-Rescue Agriculture: Three-Dimensional Forestry 


L’Impresa, No. 1, Jan.-Feb. 1968 

Ferrer-Pagces. La Sfida Americana: Lettera Aperta a J. J. Servan- 
Schreiber 

Fiuppi, E. Le Duecento Maggiori SocietA Industrial Italiane 
CiAHDiNA, B. Un “Business Came” Italiano 

Mossetto, G. II Profitto e il Progresso Tecnico nelllndustria Sovietica 
Ricossa, S. Distribuzione dei Redditi e Sviluppo Economico 

Indian Economic Journal, Vol. 14, No. 5, April-June 1967 


•Bhatt, V. V. Some Aspects of Development Strategy. 61t 

Bokjl, S. V. Official Intervention in Forward Exchange Market 

• CuTT, J. Income-Tax Evasion in India: Mr. Kaldor Revisited. 681 

Dogcal, V. P. Is There an Unseen Hand in Government? 

Ford, A. G, The Gains from Trade Yet Again 

• Jorge, A. and Sullivan, J. J. The Impact of Alternative Investment 

Strategies on the Long-run Rate of Growth. 626 

• Maniatis, C. C. Quantitative Versus Qhialitative Standards for Evalu¬ 

ating Managerial Efficiency in Public Undertakings. TIT 

Shenoy, S. R. a Note on Mr. Sandesara’s Critique 

• SovANi, N. V. Improved Techniques, Cost and Prices 


59 ? 
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Indian Economic Journal, Vol. 15, No. 1, July-Sept 1967 

• BiiAHMA.N\NDA, P. R. The Laws of Factor Demand Under Competitive 

Conditions: Double-Switching in Economic Theory. 587 

Kumar, R. Disinflationary Aspects of P.L. 480 Imports in India. 

• Leff, N. H. a Note on the Quality’-Quantity Problem in Educational 

Planning . Yei 

Prasad, P. H. Growth and Employment 

• Samuels, W. ]. Taussig on the Psychology of Economic Policy. 616 

• Stoneham, P. E. The Asian Development Bank—Problems and Prospects 698 

• Thavaraj, iVl. J. K. External Economies and Investment Programmes .. 659 
Venu, S. The Economics of In-Shop Training 


Indian Economic Review, N.S., Vol. 2, No. 2, Oct. 1967 

Bharadwaj, R. and Bhagwati, J. Human Capital and the Pattern of 
Foreign Trade; The Indian Case 

Datta-Chaudhuhi, M. Regional Specialisation in Metallurgical and 
Machine-Building Industries in India in the Framework of a Planning 
Model for Optimum use of National Resources 
Hazahi, B, R. Import Intensity of Consumption in India 
Iyengar, N. S. A Study of Dmerential Price Movements and Consumer 
Behavior: (An Application of Fractile Graphical Analysis) 

Nagah, A. L. Analysis of Prediction Errors in Forecasting with Auto¬ 
regressive Models 

Ramanujam, M. S. A Programming Approach to Manpower Planning 

LTndustria, No. 4, Oct.-Dec. 1967 


• De Vecchi, N. La Riforma del Sistema Monetario Intemazionale; Note 

in Margine alia Conferenza di Rio de Janeiro. 699 

• Miconi, B. On Harrod's Model and Instability. 608 

• Talamona, M. Sviluppo Economico e Benessere, PrioritA Social! ed 

“Intenzionaliti” dell Scionza . 595 

• Tomaswi, L. M. Speculazione e StabilitA nel Mercato dei Cambi. 699 

• Trezza, B, Mercato del Lavoro, Crescita e StabilitA in un Modello a 

Due Settori . 613 


LTndustria, No. 1, Jan.-March 1968 


• Manara, C. F. II Modello di Piero Sraffa per la Produzione Congiunta 

di Merci a Mezzo di Merci . 589 

• Pedone, a. L’analisi Costi-Denefici nel Settore Della Dife.sa. 683 

• Predetti, a. Redigendo un Corso di Lezioni sulle Aspettative Delle 

UnitA Economiche. 582 

• Saraceno, P. L’ammortamento nel Bilancio delle Imprese Indushialienel 

Bilancio Economico Nazionale . 652 

• Talamona, M. Sulla Politica Degli Investimenti Pubblici, Strumento 

Fondamenlale della Pianificazione . 658 


Industrial Relations, Vol. 7, No. 2, Feb. 1968 

Bussey, E. M. Organized Labor and the E. E. C. 
Gahbarino, j. W. Professional Negotiations in Education 
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n.mE,M Approach to au Integrated Penormel Policy 

KrmfA.K. E. Measuring the Structural Severity of Unemploywent 
Mxllfm, R. U. Labor Legislation and Mexican Industrial Relations 
Rnri, R Work Goals of Scientists and Engineers 
Rooow, R MeinixTship Participation and Centralized Control 


L’Industrialista, Vol. 9, No. 4,1967 

Bozzola, G. B. II Centro Elaborazione Dati nella Stnittura Azicndale. 
iVVith English summary) 

Ginnof'ci-AHTENisio, G. C. Programmatore e Analista. (With English 
summary) 

C^o.VTiNOLO, G. L’automazione della Gestione Obiettivo Degli Anni ’80. 
(i\’ith English summary) 

Knicht, K. E. Effetti del Galcolatore .suH’Atiivita Amrninistrativa; Una 
Ricerca Americana. (With Engbsh summary) 
rAOfE.s, F. M. La Rivoluzione delle Macchine, (With English summary) 
Revicuo, G. Evoluzione dei Linguaggi. (With English summary) 

Sahoi, P. Prospr’ttive per rAmministrazione delle Impre.sse. (With 
English summary) 


International Labour Review, Vol. 97, No. 1, Jan. 1968 

HsfiiH, C. Planned Rates of Employment Increase in Development Plans 

Liberman, E. G. The Role of Profits in the Industrial Incentive System 
of the U.S.S.R. 

Papola, T. S. Wage Detemiination in the Indian Cotton Textile Industry 

International Labour Review, Vol. 97, No. 2, Feb. 1968 

Buhkus, J. Some Aspects of Income Redistribution through Social 
Security in Four Western Europican Countries 

Drouet, P. Vocational Training Costs: Results of a Pilot Study and an 
Essay in Methodology 

Gutkind, P C. W. African Responses to Urban Wage Employment 

Jahrbiicher fiir Nationalokonomie und Statistik, Vol. 181, No. 4, 
March 1968 

Eiouiobn, W. Behandlung Zweier auf die Untersuchung von Funktional- 
gleichungen Fiihiender Produktionstheoretischer Probleme 

Is.siNr,, O. Die Theorie des Direkten Intemationalen Preiszusammen- 
hanges 

SoBEK, O. Die Stellung des Betriebs im Neuen Leitungssystem in der 
Volkswirtschaft der CSSR 

WrLLEKE, F.-U. Ansatze zu Einer Allgemeinen Theorie Autonomer 
Preisinters’alle im Heterogenen Oligopol 

ZiNN, K. C. BufFons Beltrag zur Sozialwissenschaft. Die Entdeckung 
der Messbaren Psyche im 18. Jahrhundert und die Wertsubjektivi- 
stische Konsequenz 
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Jahrbucher fiir Nationalokonomie und Statistik, Vol. 181, No. 5, 
A.pril 1968 

Neuung, W, Die Wirtschaftsfuhrung Einer Mittelbiirgerlichen Familie 
in den Jahren 1949-1965 

SussNA, E. Jiingste Entwicklungen in der Theorie Wirtschaftlicher 
Konflikte 

Tintner, G. and Pollan, W. Ein Einfaches Makronkonomisches Modell 
fiir Osterreich 

Journal of the American Statistical Association, Vol. 63, No. 321, 
March 1968 


• Kamerschen, D. R. Market Growth and Industty Concentration. 729 

LaValle, I. H. On Cash Equivalents and Information Evaluation in 

Decisions under Uncertainty 

• Maynes, E. S. Minimizing Response Errors in Financial Data: The 

Possibilities . 616 

Mosteller, F. Association and Estimation in Contingency Tables 


Journal of Business of the University of Chicago, Vol. 41, No. 1, 
Jan. 1968 

Birdwell, a. E. a Study of the Influence of Image Congruence on 
Consumer Choice 

Blank, D. M. Television Advertising: The Great Discount Illusion, or 
Tonypandy Revisited 

Cyert, R. M. and Thompson, G. L. Selecting a Portfolio of Credtt 
Risks by Markhov Chains 

Eppen, G. D. and Fama, E. F. Solutions for Cash-Balance and Simple 
Dynamic-Portfolio Problems 

HoRwrrz, B. N. Profit Responsibility in Soviet Enterprise 

Schweiger, I. 'Phe Business Outlook For 1968—1968 Forecast of Gross 
National Product, Consumer Spending, Saving, and Housing 

Spencer, M. H. Scoring System for Business Cycle Indicators: A Review 
Article 

Sprinkei., B. W. The Business Outlook for 1968—Highly Expansionary 
Economic Policies in the Midst of Inflation 

Stern, L. W, and Morgenboth, W. M. Concentration, Mutually Recog¬ 
nized Intel dependence, and the Allocation of Marketing Resources 

West, R. R. and Biehman, H. Jh. Corporate Dividend Policy and Pre¬ 
emptive Security Issues 

The Allocation, Characteristics, and Outcome of the Firm’s Research and 
Development Portfolio. Comment by F. K. Levy; Reply by E. Mans¬ 
field and R. Brandenburg 

Journal of Common Market Studies, Vol. 6, No, 2, Dec. 1967 

Sc-HYDLOWSKY, D. M. Analytical Basis for a National Policy on Regional 
Economic Integration in Latin America 

Stonham, P. E. Intra-Regional Trade Co-operation in Developing Asia 
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Journal of Common Market Studies, Vol. 6, No. 3, March 1968 

Odeix, P R. P’conomic Integration and Spatial Patterns of Economic 
Development in Latin America 

Journal of Economic History, Vol, 28, No. 3, Sept. 1968 

Adams, D. R. Jr Wage Rates in the Early National Period: Philadelphia, 
1785-1830 

• t.’ALAMBOs, L. The Agrarian Image of the Large Corporation, 1897- 


1920. A Study in Social Accommodation. 622 

• Ho, S. P. S. Agricultural Transformation Under Colonialism: The Case 

of T.uuan. 62‘. 

Knauehhase, H. The Compound Steam Engine and Productivity Changes 
in the German Merchant Marine Fleet: 1871-1887 

• Ransom, R. L. British Policy and Colonial Growth; Some Implications 

of the Burden from the Navigation Acts. 629 

Thomas, R. P. British Imperial Policy and the Economic Interpretation 
of the American Revolution 

• W/vnov, G. M. New Evidence on (hilonial Commerce. 638 


Journal of Finance, Vol. 23, No. 3, June 1968 


• Aronson, J. R. The Idle Cash Balances of State and Local Governments: 

An Economic Problem of National Concern. 679 

• Christian, J. W. A Further Analysis of the Objectives of American 

Monetary Policy . 669 

Owen, J. Analysis of Vaiiance Tests for Locid Trends m the Standard 
and Poors Index 

• Schwartz, R A. Corporate Philanthropic Contributions.731 

• Tirm,E, D. L. and Litmnberger, R. H. Levi'rage, Diversification and 

Capital Maiket Effects on a Risk-Adjusted Capital Budgeting Frame¬ 
work . 705 

• Weil, R. L. Jr., Secale, J. E. and Green, D ]r Premiums on Con¬ 

vertible Bonds. ... 700 


Journal of Financial and Quantitative Analysis, Vol. 3, No. 1, March 
1968 

Baxter, N. D. Marketability, Default Risk, and Yields on Money Market 
Instruments 

Levy, R. A. Measurement of Investment Performance 
Murphy, N. B. A Cross-Section Analysis of Demand Deposit Variability 
Myers, S. C. A Time-State-Preference Model of Security Valuation 
SouiOFSKY, R. M, AND Biderman, R. Yield-Risk Measurements of the 
PerformariL'e of Common Stocks 
Wacht, R. F, Branch Banking and Risk 

Journal of Industrial Economics, Vol. 16, No. 2, April 1968 


• Davies, C. The Regional Significance of I.C.F.C.670 

• Mancke, R. The Determinants of Steel Prices in the U.S.; 1947-65 .... 729 

• Maule, C. j. A Note on ^lergers and the Business Cycle. 730 













Journal 


563 

• Sken, T. Y. Cyclical Behavior of Manufacturing Plants. 721 

• Whitin, T. M. Dynamic Programming Extensions to the Theory of the 

PTmi . 598 

Journal of Marketing Research, VoL 4, No. 4, Nov. 1967 

• Bucklin, L. P. Competitive Impact of a New Supermarket. 709 

• Dommermuth, W. P. and Millard, W. J. Jr. Coasumption Coincidence 

in Product Evaluation. 710 

• Frank, R. E., Douglas, S. P. and Polli, R. E. Household Correlates 

of Package-Size Proneness for Grocery Products. 711 

• Green, P. E., Gross, I. and Robinson, P. J. Behavioral Experiment in 

Two-Person Bargaining . 712 

• Huff, D. L. and Shebr, L. A. Measure for Determining Differential 

Growth Rates of Markets. 713 

• Pessemieh, E. a., Burger, P. C. and Tigert, D. J. Can New Product 

Buyers be Identified? . 716 

• PopiELARZ, D. T. An Exploration of Perceived Risk and Willingness to 

Tiy New Products . 718 

Journal of Marketing Research, Vol. 5, No. 1, Feb. 1968 

• Rich, S. U. and Jain, S. C. Social Class and Life Cycle as Predictors of 

Shopping Behavior .719 

• Robertson, T. S. and Kennedy, J. N. Prediction of Consumer Inno¬ 

vators: Application of Multiple Discriminant .Analysis . 720 

Journal of Marketing Research, Vol. 5, No. 2, May 1968 

• Andreasen, a. R. and Duhkson, P. G. Market Learning of New 

Residents .708 

• Myers, J. G. and Nico.sia, F. M. On the Study of Consumer Typologies 714 

• PARiTTr, J. H. and Collins, B. J. K. Use of Consumer Panels for Brand- 

Share Prediction . 715 

• PiEHSOL, R. J. Accuracy of Estimating Markets for Industrial Products 

by Size ot Consuming Industries.718 

Journal of the Royal Statistical Society, Series A, Vol. 130, Part 4, 
1967 

Goodman, L. A. On tlie Reconciliation of Matliematical Theories of 
Population Growth 

Nicholson, M. The Resolution of Conflict 

Keio Economic Studies, Vol. 4, 1966-7 

Hayami, a. The Population at the Beginning of the Tokugawa Period— 

An Introduction to the Historical Demography of Pre-industrial Japan 
Kato, H. 'fhe Tendency of Theories on Economic Policy in Japan, as 
Seen through the Latest Publications 
Matsuura, T. a Starting-Point for the Dynamization of Economics 
Pantalleoni’s Influence 

Sano, Y. An Analysis of Industiial Wage Ditfeientials 

















5(>4 Journal of Economic Ahsiracts 

Shimizu, 1^. llip BaMc Pioblenis of tlie Probability used in Managerial 
Plunniii.i' 

Yasvkawa, M. Th(> Population Problem of Japan and the Trend of its 
Study 

Konjunkturpolitik, Vol. 13, No, 4, 1967 
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Abstract and Article Listing 
by Subject 

General Economics; Methodology 

Hinz, H. On the politico-economic discussion of the Stabilization 

Law (Konjunktur und Herrschaft. Zur politisch-dkonomischen 

Analyse des Stabilitdtsgesetzes). 

The Federal Republic of Germany has now experienced its first 
economic crisis since the rc-introduclion of private enterprise in 
1948; in 1966-67, the gross social product fell below the previous 
year’s level; the Federal German economic authorities have now sub¬ 
mitted their first quantitative reviews and forecasts for the economy; 
after more than 30 years, the SPD is again in the government—to¬ 
gether with the CDU-CSU. The “grand coalition” comprises 90 
per cent of the representatives in the lower house (Bundestag). In 
this situation the "Stabilization Law” came into force on June 8, 
1967. 

The Stabilization Law authorizes the use of policy instruments 
which could bring effective global control to the economy—most im¬ 
portant are the introduction of social accounts and the five-year 
plans for the public budgets. This is at least a small step towards 
rational economic and social policy. The passing of this law was pos¬ 
sible because of special social circumstances. 

This article sets out to explain and describe the politico-economic 
or sociological .system, which produced the Stabilization Law and 
other such measures. In meta language, the hypothesis is that eco¬ 
nomics is a so-called open system, i.e., requiring integration with 
other social sciences. The author docs not accept methodological, 
logical, or theoretical autonomy for “academic economics”: econom¬ 
ics can only explain when performing as “partial sociology.” "Pure 
economics” is decision logics, tolling of imaginary—but non-existent- 
computations, including no information on reality. 

The hypothesis in object language maintains: in the society “Fed¬ 
eral Republic of Germany” the governing classes—especially the po¬ 
litical and economic elite—were opposed to the introduction of more 
rationality into pohtics. The SPD and the trade unions, representing 
the governed classes, supported the extension of rational behaviour 
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in the political field. The intensification of social unrest, as a result 
of, certain socio-ccouomic phenomena, has forced the governing 
classes to support the authorization of rational instruments for con¬ 
trolling the economy: the governing classes realized that knowledge 
in the social sciences is independent of values and hoped, by means 
of social technology, to secure their goals, i.e., mainly to preserve 
their gosernirig status and to “pacify” society. The trade unions have 
supported the Stabilization Law with quite contrary expectations 
and objectives. According to the text of the Stabilization Law, “acti¬ 
vation” of its provisions depends on interpretation of the current sit¬ 
uation and accepted social goals. Tire future will bring bitter fight¬ 
ing over the intei pretation of these two points. Konjunkturpol., 1967, 
J?(5-6). pp. 288-331 (German). German Institute of Economic Re¬ 
search, Berlin 


Kapp, K W. In Defense of Institutional Economics. 

Against the background of a definition of institutional economics 
and m the light of the traditional critique directed against it, the au¬ 
thor outlines the main preoccupations and major contributions of in¬ 
stitutional economists in America and Europe. The paper then pro¬ 
ceeds to demonstrate the specific usefulness of the institutional ap¬ 
proach to the study of underdeveloped economies viewed as social 
systems marked by circular interdependencies which the traditional 
.study of economic processes ignores and is incapable of incorporat¬ 
ing within its theoretical framework. The author c'oncludes that in- 
stitiitional economics needs not so much a defence as a .systematiza¬ 
tion and calls for a more assertative stand to be taken by mstitution- 
alists in developed and underdeveloped countries. Stoedish Jour. 
Econ., March 1968, 70(1), pp. 1-18 (English). 


Koerts, }. Economics .md Stochastic Piocesses. Consideration on 
the Problems that May Arise from Testing Tlieory hy Reality 
(Economic cn siochastiek. Een heschoutving over de pwhlemen 
die kunnen rifzen bij de empirische toetsing van een economische 
theorie) 

Led by some examples, the author points out that a quantitative 
approach to economic science is desirable. The discussion centres 
around the problems that arise when economic theory is compared 
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with empirical facts. In this connection the problem arises whether 
or not the probability model can be fruitfully applied. The answer 
depends on the question of whether macro- or microrelations are 
being investigated. The author believes tliat, in general, no problems 
arise where microrelations are used. In tlie case of macrorelations, 
however, diflSculties occur but they can perhaps be overcome by 
using a subjective probability interpretation instead of the com¬ 
monly used objective one. In the final part of the paper, it is ex¬ 
plained that many test procedures have a substantial weak point. 
This is illustrated with some examples. Lines of desirable develop¬ 
ment of research and study are indicated. De Economist, March- 
Apr. 1968, 116{2), pp. 145-68 (Dutch). Nederlandsche Econom- 
ische Hogeschool, Rotterdam 

Moyeh, M. E, and Paden, D. W. On the Efficiency of the High 

School Economics Course. 

G. L. Bach and Pliillip Saunders showed in an earlier American 
Economic Review article that high school students who had com¬ 
pleted an economics course scored significantly better on the SRA 
Test of Economic Understanding than did high school students 
without previous training. The data available to Bach and Saunders 
did not allow them to investigate the question of whether this ap¬ 
parent relationship was truly causal or merely an artifact of the 
data. 

In the paper abstracted here, regression analysis of data from a 
group of University of Illinois students indicated that neither ability, 
school size (as a proxy for quality), major field of study, class stand¬ 
ing (freshman, sophomore, etc.), sex, nor mathematics training was 
sufficient to account for the advantage students who had completed 
an economics course in high school showed on an examination simi¬ 
lar to the Test of Economic Vndersianding. 

After a semester of college principles of economics, however, the 
students who had taken a high school economics course had lost 
their early advantage, as had students who had taken a college 
course in agricultural economics before enrolling in the principles 
course. A New York Slate study showed results similar to these. Stu¬ 
dents in that study who had taken high school economics also lost 
tfieir initial advantage by the time they had completed a college 
principles course. 
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The findings suggest that colleges and universities might experi¬ 
ment with a separate principles' course for stiadents who have com¬ 
pleted a high school course in economics or possibly allow students 
who pass a proficiency examination to begin their college economics 
training with advanced couises. Am. Econ. Rev., Sept. 1968, 58(4), 
(English). University of Illinois, USA 


Phi ni i n, A. Some Notes on a Course on the Expectation of Eco¬ 
nomic Units (Redigendo un corso di lezioni suite aspettative dclle 

unitd cconomiche). 

The Author briefly discusses the main issues of a mimeographed 
course on the expectations of economic units, which he delivers to 
second-year University students of economics. 

First, the Author examines the Keynesian and Hicksian schemes 
as iclevant approaches to the problems of the consumer’s and the 
piodiicer’s choice under uncertainty, in tems of certainty equiva¬ 
lents. Then he critically expounds some interesting researches, 
where th(' expectations of economic agents are expressed by objec¬ 
tive or subjective numerical probabilities. Finally the Author dis¬ 
cusses Shackle’s analysis of entrepreneurial behaviour, when one 
cannot give probabilistic values to expected values. Once examined 
these theoretical schemes, of a deductive nature, the attention is fo¬ 
cused on empirical re.search on the expectations of economic units. 
In particular one considers the methodological assumptions and the 
mam results of sample surveys on consumers’ e.xpectations about the 
purchase of durable goods and on producers’ expectations about 
fixed investments, sales and inventories. 'These surveys weie carried 
out by the Michigan Research Center and the Securities and Ex¬ 
change Commission of the Department of Commerce. The Author 
ends this exposition by discussing the predictive value of the expec¬ 
tations on the behaviour of the Italian public sector, as emergent 
from the comparison between cx-ante estimates and ex-post figures, 
L’Industria, Jan.-March 1968, (1), pp. 90-101 (Italian). 


Wehlh, W. On the Unity of Economics as a Part of Social Sciences. 
(Vher die Einheit der Wirtschaftswissenschaften im Rahmen der 
Sozialii issenschaften ). 

The unity of economic sciences can be comprehended in the sense 
of (1) an ideal of unity taken purely scientific-logically and (or) 
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(2) a unity with respect to a common scope of objects (“range of 
base ) which is consequently characterized by a common scientific 
language. As far as the first problem, the logic of science is con¬ 
cerned, the unity of empirical sciences seems to be (fairly) well es¬ 
tablished. Hence we examine the second problem: Do the distinct 
economic disciplines describe objects included in the same range of 
base? Is there a uniform language of economics or does it make 
sense to construct one respectively? What are the relations of eco¬ 
nomic sciences to related fields? 

Research in the branches of economic sciences, viz. economic 
theory and policy, public finance and business economics, shows 
that there is indeed a common scope of objects, namely that part of 
human acting and deciding which is caused by the necessity of “so¬ 
cial reproduction of human existence.” Moreover there is a common 
language, dualistic as in all the other empirical sciences, namely di¬ 
vided into theoretical language on one hand and descriptive (or 
mass) language (in this case; econometrics) on tlie other. On this 
basis the thesis is established; There is only one economic science 
whose hypothesis and theories must hold true in explanation, prog¬ 
nosis and technical application. The reduction of the economic 
(quasi) laws and theories to generally valid laws and theories of the 
social sciences .should be a future development. Schmollers Jahr- 
buch, 1967, S7(6), pp. 641-62 (German). 

WossNER, J. Citizen and Bourgeois. {Citoyen und Bourgeois. Das 

Burgertem ah Soziale Struktur—Aufgahe oder ErideP). 

This study is concerned with the crisis of the middle classes 
(“Biirgertum”), which is a socio-political crisis of a value system and, 
in connection, of a sociological class. Of tlie term “Bourgeois,” more 
characteristics point at a specific social behavior as a form of civil 
life, while the term “Citoyen” refers to the national political function 
of the members of society. According to one of the author’s theses, 
an attempt is made in today’s socialist societies to reconcile the bour¬ 
geois attitude with tliat of the citoyen, the latter having priority. 

The merit of the “Biirgertum” is seen by the aullior in the historic 
inauguration of five characteristics of social life. Combined, they led 
to a new integration of society, viz. “middle class society.” These five 
structural characteristics are: public opinion, moral function and au¬ 
tonomy of arts and science (and, furthermore, the “market econ¬ 
omy”), the postulate of a civil (natural) religion as opposite to a 
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rlerical (revealed) jeligion, and the distinction of state and society 
with certain pre-state fundamental rights of the citizen. 

These structural elements being democratized and the citizen’s 
fundamental rights being socially realized for all members of soci¬ 
ety, (including workers), the “Biirgertum” cannot be regarded any 
longer as a homogeneous group of society. The term "class” was re- 
jrlaccd by social strata, whose members can move freely from one 
rank to a higher one. It becomes difficult, however, to convey the 
perception of social and political (citoyal) responsibility to tlie 
members of the different strata. 

The mentioned “middle cla.ss structiu-es” obviously failed to be¬ 
come a lasting part of social life in Germany in the nineteenth cen¬ 
tury. This failure had strong influences on the twentieth century, 
dlie reasons seem to be the concept of the state, the German human¬ 
istic concept of education and the economic organisation of rising 
industrialisation. Schmollers Jahrbuch, 1967, 87(6), pp 691-705 
(German). 

.\u.M3, M. L’cconomique en tant que science. Rev. d’Econ., Jan.-Feb. 1968, 
pp. 5-80. 
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pp. 122-31. 
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Aigner, D. J. and Chu, S. F. On Estimating the Industry Produc¬ 
tion Function. 

This paper suggests that mathematical programming may be used 
to estimate a traditional rm'crotheory construct, the short-run, sin¬ 
gle-output deterministic production function for a firm. As a sequel 
to the work of Farrell, the frontier or “industry” production function 
is obtained from cross-section data by restricting the computed resid¬ 
uals for a linearized production fimction to be of one sign only. 
Three formulations are considered: quadratic programming (qua¬ 
dratic loss fimction) and linear programming (linear loss function) 
on a single-equation model, and quadratic programming in a simul¬ 
taneous equation setting. 

From a technical standpoint the resulting production frontier has 
no established inference methods as does its rival, the “average” 
function, and, moreover, its estimation is analogous to the estimation 
of a population maximum from a sample maximum: the sample esti¬ 
mate must be biased. But to attempt its estimation appears well-jus¬ 
tified in theory, as constrasted to the “average” function, which has 
become in some respects its own theoretical rationalization. 

A section is included which compares the programming estimators 
to their counterparts from our usual estimation techniques, on the 
basis of a Cobb-Douglas example chosen from the work of Hilde¬ 
brand and Liu, Based on these results, for the primary metals indus¬ 
try, Hildebrand-Liu generally overstate both the labor and capital 
output elasticities for this industry using single- and two-stage 
regression procedures. 

With reference to practical uses for fitted production functions, it 
is argued that the frontier may be preferable to the “average” func¬ 
tion as a predictor of output capacity for an industry. Am. Econ. 
Rev., Sept. 1968, 58(4) English. University of Wisconsin and Uni¬ 
versity of Nevada, USA 

Baumol, W. J. On the Social Rate of Discmmt. 

The opportunity cost criterion for the appropriate rate of discount 
on government investments is utilized to examine the implications of 

585 



586 Journal of Economic Abstracts 

nsk, taxes, etc. for the discount rate. While the opportunity cost of 
resources drawn from consumers may be, approximately, the corre¬ 
sponding rate on government bonds, that of resources drawn from 
the corporate sector is generally considerably higher because the 
corporation must at the margin earn enough to cover the (marginal) 
corporate income tax. Thus a higher discount rate should apply to 
all resources withdrawn from the corporate sector tchether they 
ti ould hove been used by the firms to produce consumers’ goods or 
produccis goods. It is also shown that the law of large numbers ap¬ 
proach to risk also makes for a relatively high social discount rate. 

Finally, it is pointed out that those who advocate low discount 
Kites on grounds of social responsibility overlook present social 
needs and pay attention to those of the future. They must assume, 
perhaps without realizing it, that the present investments required 
for slum clearance, education, etc. have a relatively low priority in 
comparison with the needs of our descendants (who will almost cer¬ 
tainly be substantially wealthier than we arc). Am. Econ. Rev., Sept. 
1968, 58(4) English. Princeton University, USA 


Bessu iw, F. The Economic Importance of the Concept of “Separa¬ 
bility”. 

Tlie concept of “separability” recently has been introduced in 
matbematical programming. A “reduced” programme is said to be 
separable of a “principal” problem in which it is embedded, if, when 
.solving the reduced problem, one finds only the same optimal solu¬ 
tions as when .solving the principal problem. TIic important fact is 
that, in general, separability does not hold. But it is pos.sible to find 
conditions under w hich separability is obtained. 

Economic theories generally assume that profit maximisation by 
individual agents is spontaneously compatible with collective opti¬ 
misation, the reason being that market mechanisms (at least if they 
are “perfect”) give rise to the right prices, so achieving this compati¬ 
bility. If this was true, it would mean that the reduced optimisation 
problem associated with each agent is always separable from the 
global optimisation problem. But, in general, separability holds only 
if certain stnictural conditions are realised, which are related to the 
organization of the economic system, and more precisely to its split¬ 
ting into agents, and to the way in which they exchange informa¬ 
tion. 
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The only general way to find the best economic organisation 
would be to use cybernetic models, which are still diflBcult to han¬ 
dle. Moreover, it would be necessary to take into account the social 
and psychological cost of changing the actual organisation. 

By using separability conditions, one can define “efficient” organi¬ 
sations, which will achieve the collective optimum, minimise the 
amount of information to be exchanged, and will leave each agent as 
free as possible, all of this without using cybernetic models nor com¬ 
puting psychological costs. That is why the concept of separability 
seems to have a great importance in ec'onomy, especially for multi¬ 
level optimisation problems. An example of implementation is given, 
concerning the choice of equipments by the French electricity pro¬ 
duction authority. Rev. cTRcon. Pol., 1967, 77(6), French. 


Boncii, K. Indifference Curves and Uncertainty. 

A decision-maker who has to choose between risky prospects, can 
always select the prospect which offers the greatest expected gain. 
In practice, however, it seems as if most decision-makers find it nec¬ 
essary to make some “corrections for risk.” This may lead to the for¬ 
mulation of a decision rule, which consists of maximizing some func¬ 
tion of expected gain and the standard deviation of the gain. It is 
well known that this role contains contradictions. The author dis¬ 
cusses the nature of these contradictions, and gives a number of sim¬ 
ple examples. Swedish Jour. Econ., March 1968, 70(1), pp. 19-24 
(English). Norwegian School of Economics and Business Adminis¬ 
tration, Bergen 


Braiimananda, P. R. The Laws of Factor Demand Under Com¬ 
petitive Conditions: Double-Switching in Economic Theory? 

After outlining the macro and general equilibrium approaches of 
the marginalists and the linearists to the capital-intensity issue, a cri¬ 
tique is presented of the procedure of treating tlie capital intensity 
classes of goods, techniques and structures as invariant to differ¬ 
ences and changes in the mixtures of wage and interest rate. In the 
dissimilar fixed coefficients case, it is demonstrated that the postulate 
of either a uniformly upward sloping or uniformly downward slop¬ 
ing demand schedule for factors violates the basic competitive exm- 
dition of equality of rates of return. The case of variable cocflBcients 
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is analysed in terms of various possibilities and patterns in technique 
and structure switching. The conditions for the emergence of a 
downward (or upward) sloping demand schedule turn out to be 
rather unnatural or unnonnal from an empirical angle. A serpentin¬ 
ing demand schedule leads to cases of multiple intersection; or the 
demand schedule, whatever its shape, may not intersect the supply 
schedule at all. The conception of factor "prices” as economically 
meaningful reflections of relative scarcities is a myth. Even then, any 
meaningful discussing on switching implies the assumption of the 
same goods as basic and only the same goods as basic in each of the 
methods. Even so, tlie analysis presupposes a strange procedure of 
conjecturing that the same prices, wages and interest rate can be 
yielded at least by two different methods of production. The paper 
concludes by stating that the "wage fund” theory which administra¬ 
tively detennines (he w'age-rate and leaves the interest-rate a resid¬ 
ua!, or the “profit-fund” theory which makes the interest rate admin¬ 
istratively determined and leaves the amorphous wage-rate a resid¬ 
ual, is perhaps more dependable as a guide to reality. Indian Econ. 
Jour., July-.Sept., 1967, 15(1), pp. 43-66 (English). Bombay 

Breit, W. Pnblic-Coods Interaction in Stackelberg Geometry. 

This paper presents a diagrammatic formulation of the three alter¬ 
natives facing the individual in a small-group, public-goods interac¬ 
tion. It is shown that there are three broadly-defined alternatives 
which can be summarized in the simplest possible terms by utilizing 
the device of Stackelberg indifference curves. The three alternative 
solutions to the problem of public-goods production in the small- 
group case are; (1) The individual behaves independently, treating 
“others” as a part of nature. The ev'entual solution is an equilibrium 
production of public-goods determined at the intersection point of 
the two reaction functions of the two individuals. (2) Each individ¬ 
ual behaves strategically. That is, each may hope that his “rival” will 
be induced to carry the greater part of the burden in producing the 
jointly-available potential benefits. There is no determinate solution 
to this problem, and we have a situation corresponding to “Stackel¬ 
berg disequiUbrium” in oligopoly theory. (3) Each individual may 
behave cooperatively hoping that his “rival” will emulate his action. 
In this case, Pareto optimality can be attained on the contract curve 
where the indifference curves of the two individuals are tangent to 
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each other. Western Econ. Jour., March 1968 6(2) 
glish). University of Virginia, USA 


. pp. 161-64 (En- 


Mabry, B. D. Sales Maximization and Profit Maximization: Are 
They Inconsistent? 

Of the several hypotheses formulated in recent years, the sales 
maximizing hypothesis has, perhaps, received the most attention as 
an explanation of the behavior of executives of large corporations. It 
has been asserted that in the short-run and in the long-run, in a 
static and in a growth context, the behavior of executives, reflected 
in their corporate policies, is more consistent with the goal of sales 
maximizing than it is with profit maximizing. Under the latter, reve¬ 
nues are continuously expanded subject to a maximum profit con¬ 
straint; under the former, revenues are expanded subject to a mini¬ 
mum profit (rate) constraint. Proponents of sales maximizing base 
their case largely upon impressionistic data. Three models are pre¬ 
sented in the article; one applies to short-run oligopoly, another to 
long-run oligopoly, and the third is a model of monopoly subject to 
the threat of entry. In each case revenues expand as profits contract, 
and therefore each reproduces the type of behavior that is charac¬ 
teristic of sales maximizing. Yet, in each case it is shown that profit 
maximizing behavior is being practiced and that which appears to 
be sales maximizing behavior is instead only a means to obtain as 
large profits as possible. 

An earlier empirical study is examined, and it is shown that higher 
correlations of executive incomes with sales than vdth profits do not 
imply that executives are motivated more strongly by the former 
than by the latter. The Lanzillotti “target-rate of return” hypothesis 
is related to the modified “sales growth rate maximizing” hypothesis, 
and it is shown that the arguments of Alfred Kahn and Gardiner 
Means against the former are also applicable to the latter. Western 
Econ. Jour., March 1968, 6(2), pp. 154-60 (English). Thammasat 
University, Thailand and Bowling Green University, USA 

Manara, C. F. On Sralfa’s Model of Production of Commodities by 
Means of Commodities (II modello di Piero Sraffa per la pro- 
duzione conginnta di merci a mezzo di merci). 

Sraffa’s model of joint production of commodities is analysed by 
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means of commodities. Sraffa s work is translated into a mathemati' 
cal language and the hypothesis which make the model viable are 
explicitly stated. L’lndustria, Jan.-March 1968, (1), pp. 3-18 (Ital¬ 
ian) 


J. M. CompeliUvcness: A Survey of Recent Literature. 

This survey aim.s to throw some light on the question of the 
“competitiveness” of British industry, where “competitiveness” is 
considered in its broadest sense. The literature has been ordered in 
two parts. The first relates to price factors and includes costs, tlie 
second to non-price factors includmg design, marketing, geographi- 
c<il and commodity trade patterns, tariff barriers and pressures of in¬ 
ternal demand. 

Price is a factor whose influence is measurable and some of the 
v'orks covered are of a statistical nature. The approach has been 
three fold, compaiison of price levels, price relatives and price flexi¬ 
bility. Price emerges as an important, but not the only factor affect¬ 
ing competitiveness, although its influence varies from one type of 
pi oduct to another. 

Costs are usually interpieted as labour costs and its components, 
hourly earnings and productivity Various studies considered both 
the levels and changes overtime of these components. The influence 
of low productivity is examined in a number of works. Studies con¬ 
cerned with the relationship between plant size and productivity are 
briefly surveyed. 

Of the non-price factors, it would seem that British industry is at 
a disadvantage because of “design” in some instances and that cer¬ 
tain aspects of marketing are relatively weak. The changes in geo¬ 
graphical and commodity trade patterns have accounted for only a 
“relatively small part” of the fall in U K. e.xport shares. Changes in 
artificial trade bairiers appear to account for some of the loss in the 
overseas sterling area but have not, as yet, had much influence on 
U.K -European trade patterns. Government policies reducing the 
level of internal demand seem to have had a favourable effect on the 
supply of exports in the short run at least, although it would seem 
that the lack of capacity had been due not only to internal demand 
pressures but world demand pressures as well. There have as yet 
been no studies of the commonly alleged relative lack of profitability 
of foreign sales. Econ. Jour., June 1968, English. National Institute 
of Economic and Social Research, London 
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^ ^ Generalizations on the Methodology of Second 

'Hiis paper proposes to examine and generalize the abstract ana¬ 
lytical structure of second best theory and to comment on the 
broader (Questions raised by second best theory where pertinent ob¬ 
servations follow directly from methodological considerations. The 
theory of second best, as an abstract entity, is simply the comparison 
of various maxima of a given function where this function is maxi¬ 
mized subject to various constraint sets. The constraint set in any par¬ 
ticular problem can be altered by adding new constraints to the set, 
but the constraint set can also be altered by substituting new con¬ 
straints for old constraints. The Lipsey-Lancaster methodology is of 
the first variety and sound per se but is not general and is described 
in misleading terms. It has been shown elsewhere that second best 
does not require that all Pareto conditions be violated, as concluded 
by Lipsey and Lancaster; but a careful reformulation of the con¬ 
straint added second best case demonstrates that it doesn’t necessar¬ 
ily follow that any of the Pareto proportionality conditions must be 
violated unless it is assumed in advance that one of these conditions 
is violated, This possibility is totally obscured in the Lipscy-Lancas- 
ter formulation. Similar results are obtained for the constraint 
changed case of second best. 

Another conclusion of the paper is that the distinction between 
the optimum and second best .situah'ons is overdrawn. In welfare 
theory it is assumed that some goal function is specified and an opti¬ 
mum is determined by maximizing this function in the face of given 
“natural” restrictions. In the theory of second best it is assumed that 
one or more artificial restrictions become institutionalized so that it 
or they are also binding. But once an artificial restriction is accepted 
as binding there is no reason to distinguish it from the natural re¬ 
strictions. Western Econ. Jour., March 1968, 6(2), pp. 112-20 (En¬ 
glish). University of Georgia, USA 


Mundlak, Y. Elasticities of Substitution and the Theory of Derived 
Demand. 

Various definitions of elasticity of substitution (ES) wliich have 
been suggested in recent years are examined and compared. The 
definitions are classified according to; (1) What variables are held 
constant: output, cost or marginal cost; (2) Short run vs. long run 
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experiments; (3) The number of variables involved in the opera¬ 
tions. For instance, the Allen partial ES involves a change in one 
pric e and one input. This is referred to as a 1-1 measure. The usual 
definition involves in general a change in tvvo prices and two inputs 
and refec red to as a 2-2 measure. Another possibility, which is a spe¬ 
cial case of the 2-2 measure is that only one price changes and it is a 
2-1 measure. 

The various definitions are evaluated within the familiar frame- 
vs'ork of micro theory. Tlie starting point is a restatement of the 
theory of factor demand in a convenient form for the analysis. It is 
then become clear that 1-1 measnies which do not hold output con- 
.stant reflect in addition to substitution expansion effects as well. 
This is also true for the 2-1 and 2-2 measures except for homothetic 
production functions in which case tlie expansion efi^ect disappears. 
The 2-2 measures are not unique and depend on the directional 
change in prices. Tliis can be fixed in various ways but the economic 
justification for such fixing i.s dubious. Exceptions to this question of 
uniqueness are (a) when there are only two factors and (b) when 
the production function is separable. As to the case of two factors, it 
is shown that all definitions which hold output constant reduce to 
the usual definition of ES when tliere are only two factors. This is 
simply due to the singularity of the matrix of Slutsky coeCRcients. 

The introduction of a short run version of ES introduces compari¬ 
sons of (a) the various short run definitions, (b) comparisons of the 
short run definitions with the corresponding long run definitions. In 
such comparisons the concept of short run homotheticity plays an 
important role. However, the conditions for its attainment are more 
stringent than those nece.s.sary for the long lun experiments. 

It appears from the analysis that in the various definitions con¬ 
straints, in general arbitrary, arc imposed on the underlying Hessian 
matrix and there are many more combinations of the elements of 
this matrix that can be produced by such constraints tlian there are 
elements in this matrix. Hence, the whole question of usefulness is 
raised keeping in mind that theie is no way to rephrase the theory 
of an economic unit, firm or consumer, in terms of ES. Rev. Econ. 
Studies, Apr. 1968, 32-2(102), pp. 225fF (English). 

PoLLAK, R. A. Consistent Planning. 

Robert H. Strotz showed in 1955 that “inconsistency” can arise in 
intertemporal allocation plans and proposed a “strategy of consistent 
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planning to meet this contingency. This paper shows, by means of a 
counter-example, that Strotz’s formula for calculating the strategy of 
consistent planning is incorrect. Strotz’s derivation of his formula is 
discussed and the error is pointed out. Rev. Econ. Studies, Apr. 
1968, 35-2(102), pp. 202-08 (English). University of Pennsylvania 


llossE, J. N. A Curious Solution to the Problem of Optimal Price 

Regulation. 

A curious but rather special solution to the problem of setting an 
optimal price for a regulated declining cost utility is developed. It is 
shown that intermittent average cost price regulation makes it profit¬ 
able for such a utility to transmit price behavior information to 
consumers. Looking at the steady state analogue of a new equilib¬ 
rium generated by the introduction of such information, it is shown 
that average cost price regulation and consumer information are 
consistent with necessary conditions of Paretian efficiency if and 
only if all consumers have the same elasticity of demand for tire util¬ 
ity product. Tims, the solution avoids the efficiency-redistribution di¬ 
lemma of standard optimal price regulation theory. Idealized rate 
cards are suggested as a means of transmitting necessary informa¬ 
tion to consumers. Am. Econ. Rev., Sept. 1968, 58(4) English. Stan¬ 
ford University, USA 


SovANr, N. V. Improved Techniques, Cost and Prices. 

It is easy to see that an improved technique would mean lower 
per unit of money costs than previously, when the output in ques¬ 
tion is fixed and factor prices constant. In the case of increasing out¬ 
put, improved techniques get mixed up with the economics of scale. 
Besides, the assumption of constancy in factor prices cannot bo held 
true. How average unit money costs will behave when improved 
production techniques are adopted in the context of our expanding 
output will depend upon money factors and not solely upon the im¬ 
proved technique. The relationship between money costs and im¬ 
proved techniques is uncertain and tenuous. But if inputs’ prices 
rise, improved techniques’ adoption for expanding output, as in the 
case of Indian agriculture, would mean that per unit average money 
costs will also rise along witli expanding production. Indian Econ. 
Jour., Apr. June 1967, 14(5), pp. 549-61 (English). Geneva 
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SiEUER, M. D. AND Budd, A. P. Price and Output Decisions of Firms— 

A Critique of E. S. Mills* Theory. 

Using data from five United Kingdom firms, we test tire neoclassi¬ 
cal theory of firm behaviour Mills puts forward in his book [Trice, 
Outfmt and Inventory Policy, Wiley, 1962), In addition to the nor¬ 
mal cost and demand relations, his theory entails a stochastic ele¬ 
ment in demand, the possibility of holding inventories, and a cost to 
changing the level of output. Our test procedure is the same as his, 
namely to run linear regre.ssions which arc approximations to the 
“true" price and output decision rules imphed by the theory. 

In his work Mills concluded that the output decision rule passed 
test and the price decision rule did not. One of the possible explana¬ 
tions he advanced tor the failure of the price decision rule was the 
fact that he was lusing industry data, where firm data would be more 
appropriate. Our work with firm data yields results which, if any- 
thing, are even more unsatisfactory for the price decision rule. We 
tlicrefore very much doubt the aggregation explanation of the poor 
price results. 

Mills also suggested that the price decision is inherently more 
complex than t!)e output decision. However, rather than being an 
excuse for tlie poor price results, this argument sugge.sts that we 
have tlie wrong theory. Also, we feel that satislactory output results 
should not be interpreted as implying that the theory passes test “in 
part.” The theory yields two test statements. If one fails to pass test, 
the theory as a whole is refuted, not part of the theory. 

In conclusion we note that the price data display a characteristic 
step function behaviour, and suggest that any theory which calls for 
a price change whenever some other variable changes is uidikely to 
account very well for observed price behavior. Manchester School, 
March 1968, English. London School of Economic and Southamp¬ 
ton University 


Stoleru, L. Investment Allocation and the Rate of Interest. 

This paper is devoted to the analysis of the influence of the rate of 
interest on investment decision, both of private industry and public 
administration points of view. 

As far as the private firm is concerned, it is questioned whether 
the discount rate to be used in benefit-cost analysis should reflect 
the level of the actual cost of funds or should reflect the level which 
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corresponds to the equilibrium between available funds and invest¬ 
ment needs. It is argued that these two rates are likely to be very 
different in many firms and that the profit-maximizing behaviour 
should suggest the use of the cost of funds level. 

As far as public administration is concerned, it is shown that the 
actual rate of interest which prevails on the market is not meaning¬ 
ful as a discount rate for public investment projects. Such a rate of 
discount should emerge from a macroeconomic analysis of invest¬ 
ment-savings equilibrium and should be, in the case of France, 
probably higher than the current rate of interest on the market for 
bonds or loans. 

Therefore, a discrepancy may arise between the rates of discount 
to be used in tlie private sector and in the public sector, and the pa¬ 
per finally analyzes tlie consequences of this duality on the invest¬ 
ment choices within the nation. Rev. d’Econ. Pol., 1967, 77(6), 
French. 


Talamona, M. Economics Growth, Welfare, and Social Priorities. 

(Sviluppo economico e benessere, priorith sociali ed "intenzioml- 

itd" della scicnza). 

This lecture was delivered as the inaugural address at the Univer¬ 
sity of Pavia, in the 1967-1968 academic year. The author discusses 
some problems of economics in their social implications—which often 
surpasses their theoretical content. At the present time, the con¬ 
sistency between individual and collective values and tlie modes of 
action of our economic system, urgently needs to be questioned. Tlie 
glowing fragmentariness of modern economic analysis makes this 
cpiest for unity still more pressing. The economist perpetually comes 
across the still unsolved issue of the so-called "theory of grow th" and 
of formal welfare economics. Unfortunately there is no such thing as a 
general and empirically founded theory of growth; and tlie founda¬ 
tions of the formal analysis of welfare—once sapped—still await to 
be reconstruction. 

Social priorities in resource allocation, on the contrary, are deter¬ 
mined by market mechanisms and political-administrative behaviour 
which irreversibly affect both the growth potential of the system, 
and social welfare. While admitting that the ultimate end of eco¬ 
nomic progress is to outrun an ever increasing standard of living, 
and has to have a cultural and moral meaning, one had not be nec- 
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t’ssarily dissatisfied with a given pattern ot economic growth, and 
to wonder wliethcr it brings any actual, rather potential, benefits. 
Economic growtli is a social need, and has an enormous liberating 
power. It can be controlled by deliberate and determinate choices. 
And economics can give a most meaningful contribution to practical 
action, mainly by improving its quantitative methods. VIndustria, 
Oct.-Dec. 1967, (4), pp. 443-.5-1 (Italian). 


Thompson, E. A. Tlie Perfectly Competitive Production of Collec¬ 
tive Goods. 

A basic theory of value is derived for a free market economy con¬ 
taining botli private and collective goods. This analysis is used to 
derive our central theorem, it states that there is an overvaluation 
and overproduction of a collective consumer good in any perfectly 
competitive ecjuilibrium in a world in which all preference sets are 
convex. When preference sets are non-convex, a congenital infant in¬ 
dustry may appear in die competitive production of a collective 
good. It is well known that such an equilibrium can never exist in an 
all-private-goods economy. The competitive misallocation of collec¬ 
tive consumer goods is so severe that every person in the economy 
could be just as well off with a zero output of the collective good as 
he is in a competitive equilibrium. Also, the granting of a monopoly 
over the sale of all collective goods will lead an otherwise competi¬ 
tive economy to a Pareto optimum. 

The competitively marketed collective factor (e.g,, industrial 
technology) receives its average contribution while each competi¬ 
tively marketed private factor receives only the marginal contribu¬ 
tion that it tiould make if none of the collective factor were used. 
Under convexity, this perfectly competitive factor pricing results in 
an overproduction of the intermediate collective factor and an un¬ 
derproduction of intermediate private factors. Under non-convexity, 
congenital infant industries may exist in the production of collective 
factors. As a consequence, in contrast to the traditional, all-private- 
goods economy, severely non-Pareto-optimal underdevelopment may 
characterize the perfectly competitive equilibrium in our more gen¬ 
eral economy. The paper also contains a proof of a generalization of 
Wicksteed’s classic theorem to economies that include a competi¬ 
tively marketed collective factor. Tlic generalized tlieorem states 
that if there is competitive factor pricing and each production func- 
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tion is linearly homogeneous with respect to the private-good-inputs, 
then each firm has constant average costs and zero profits. Rev. 
Econ. & Stat., F''eb. 1968, 50(1), (English). University of California, 
Los Angeles, USA 

Thbosby, C. D. Dynamic Programming, Activity Analysis and the 

Theory of the Firm. 

The role of dynamic programming as a means of examining the 
allocation and pricing problems in the theory of the firm is consid¬ 
ered in this paper. The production relationships and equilibrium 
conditions as specified by neoclassical theory and linear program¬ 
ming are stated and dynamic programming formulations of each of 
these models are constructed and compared. It is demonstrated that 
dynamic programming adds nothing to established theory in these 
cases, providing simply an alternative means of computation which 
might be preferred for some empirical problems. It is concluded that 
some theoretical contribution may be possible by using dynamic 
programming to attack problems beyond the scope of conventional 
methods. Rev. Marketing 6- Agric. Econ., March 1968, 36(1), pp. 
20-27 (English.) New South Wales Department of Agriculture, Syd¬ 
ney, Australia 

TtiuRow, L. C. Disequilibrium and the Marginal Productivities of 

Capital and Labor. 

Differentiating a production function with respect to capital and 
labor yields equations for the marginal productivity of capital and 
the marginal productivity of labor. The variables that determine the 
marginal products in these equations are the same as those in the 
production function. If the data used to estimate the parameters of 
the production function are inserted into the equations for the mar 
ginal products, the marginal productivities of both capital and labor 
can be estimated empirically. The same data and equations make it 
possible to determine tlie causes of any changes in the marginal 
products. 

If the economy is in equilibrium and there are no economies or 
diseconomies of scale, actual and marginal products should be iden¬ 
tical. Any differences between the estimated marginal products and 
the actual returns to capital and labor means that the economy is in 
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disequilibrium; the size of the difiFerence measures the extent of dis¬ 
equilibrium. If disequilibrium does exist, what causes the observed 
patterns? What are its implications? 

When the above technique was applied to the American economy, 
disequilibrium proved to be extensive. The marginal product of cap¬ 
ital was smaller than the actual returns to capital; the marginal 
product of labor was larger than the actual returns to labor. The 
gaps were not only large, but they varied over time. Rev. Econ. ir 
Stat., Feb. 1968, 50(1), (English). Harvard University, USA 


Wfccc.E, L. The Demand Curves from a Quadratic Utility Indicator. 

Tlie paper is written as an exercise in the theory of consumer’s be¬ 
havior if the individual preference ordering can be represented by a 
quadratic utility indicator. The method of deriving the Engel 
curves, due to Houthakker, and a technique of deriving the quanti¬ 
ty-price demand curves, are combined in this paper. Whereas the 
quantity-income demand functions are obtained by calculating the 
critical values of income at which the composition of the consumer’s 
basket changes, the c^uantity-price relations are obtained by comput¬ 
ing the critical values of price at which the composition of the bas¬ 
ket changes. Those critical values of price are the roots of quadratic 
polynomials, whereas the critical values of income are roots of linear 
fimctions. 

From the programming point of view, the paper introduces a 
technique to solve a parametric programming problem if one of the 
coefficients in the linear restrictions changes parametrically. Except 
for the statement of the Kuhn-Tuckcr-Lagrange conditions and the 
mnemonic property of the condensed pivotal method, the paper can 
be read independently. Rev. Econ. Studies, Apr. 1968, 35-2(102), 
pp. 209-24 (English). University of California, Davis 


Whitin, T. M. Dynamic Programming Extensions to the Theory 
of the Firm. 

This article uses Ronald Howard’s dynamic programming policy 
improvement routine to ascertain the optimal price policy and pro¬ 
duction policy for a monopolist faced with a probabilistic demand 
curve for an infinite sequence of periods. Since demand is probabi¬ 
listic the quantity demanded is not in general equal to supply in a 
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given period. Thus the model must accommodate inventories, their 
costs, and their eflEects on sales. The effect of inventory levels and 
the interest rate on production and price policies are analyzed. The 
solution consists of an optimal production policy and optimal price 
policy for different levels of initial inventory. Since the inventory 
levels vary period to period and the optional policies are not the 
same for the different inventory levels, it is elear that the problem 
cannot be solved by setting a single optimal price and production 
level over time. The classical model for monopoly is a special case of 
the model where there is zero variance in demand and is the only 
variant of the model that is imaffected by changes in the interest 
rate. Doubt is cast on the usefulness of the usual marginal cost and 
marginal revenue analysis in a multi-period, probabilistic context by 
pointing out that the marginal revenue and marginal cost functions 
are not independent and also that in order to calculate marginal 
revenue, one must first specily a price and output policy for each 
inventory level. The approach used in the article involves discrete 
price and production alternatives and requires very few restrictions 
on the nature of demand or cost functions. Jour. Indus. Econ., Apr. 
1968, 16{2), pp. 81-98 (English). Wesleyan University, USA 

VON Wiese, L. Equality and Inequalit)' in Interhuman Life. 
(Gleichhcit und Ungleichheit im zwischenmenschlichen Leben). 

The author interprets human nature from a special aspect: the in¬ 
fluence of equality and inequality on human relations. He shows its 
natural and social elements (especially the economic sphere) and 
comes to the conclusion, that total equality, but also complete in¬ 
equality are not ethical and rational aims. Rather the limitation of 
both must be realized. SchmoUers Jahrbuch, 1967, 87(6), pp. 663-89 
(German). 

WooDi,AND, A. D. The Demand for Consumer Durables and Food 
in Australia. An Application of (he Stone-Rowe Model of De¬ 
mand. 

The Stone-Rowe model of demand for consumer durables is ap¬ 
plied to Australian post-war data for the product groups “household 
durables” and "food.” The aims of the study are; first, to test the va¬ 
lidity of the model for Australia and especially its validity for the 
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non-dtirable group, food^ second, to obtain estimates of the various 
demand elasticities; and third, to determine whether these estimates 
differ significantly from the results of previous demand studies 
which have not taken account of the durability of the products. The 
results suggest that the model is reasonably valid for these two 
product groups and in particular it provides quite plausible esti¬ 
mates of the parameters for the non-durable product, food. While 
the various elasticity estimates arc not significantly different from 
those of previous studies the results indicate a higher own-price 
elasticity and a lower income elasticity for food, and a slightly 
liighcr income elasticity for household durables, Econ. Record, 
March 1968, 44(105), pp. 68-81 (English). University of New En¬ 
gland, New Soutli Wales 

BouuirNC, K. E. Tlie legitimation of the market. Nebraska Jour. Econ. Bus, 
spring 1968, pp. 3-14 

Bruno, S. Ammortamcnli accelerati fiscali, discriminazione tra mvesUmenti 
di divorsu durata e durala deirinvestimcuto. Giom. d. Econ, Nov.-Dee. 
1967, pp 925-41. 

Dan 0, S. Altemativomko.stninger og skyggepriser. (Opportunity costs and 
shadow prices ) N<Uional0k. lids, 1967, 10.5(1-2), pp. 35-49. 

Denisov, E. F. "Embodies leclinical change and productivity in the United 
States 1929-1958’': a conunent Rev. Econ. Stat, May 1968, 

Eicuhohn, W. Behandlung zweitr auf die Untersucming von Eunktional- 
gleichitngen fuhrender produktionstheorctischer Probleinc. Jahrb. f. Na- 
tionalokon und Stat., March 1968, pp. 334-42, 

Fkrguson, C. E. Neoclassical tlicory of technical progiess and relative factor 
shares. So. Econ. Jour., April 1968, pp. 490-504. 

Fossati, a. Effetti dci tributi nella teoria tradi/ionale ed in akuni modelh 
detenninati di monopolio bilaterale. Part 2, Giorn. d, Econ., Sept.-Oet 
1967, pp. 695-710, 

-Effetti dei tributi nella teoria tradizionale ed in nleuni modelli deteimi- 

nati di monopolio bilaterale (seguito e fine). Gioni d Econ., Nov.-Dee. 
1967, pp. 906-24. 

Goliat, I. Fdc-teur.s d’accroissement de reffieince economique ct sociale dc la 
recherche scientifique. Rev. Roumame des Sei. Soe , 1967, lUl), pp. 147-65 
Harwitz, M. liulivi.sibdity and obseived consumer behavioi So, Econ. Jour., 
April 1968, pp. 505-12. 

Heyke, H.-E. Die Verkniipfung zweier wichtiger naturwissLiischaftliclier 
Gesetze mit der Produktionstheone. Zeitschr. f. Nationalokon, April 1968, 

pp. 16-28. 

Iyengar, N. S. A .study of differential price movements and consumer behavior: 
(an application if fractile graphical analysis). Indian Econ. Rev., Oct. 1967, 
pp. 177-98. 

Kamebschen, D. R. 'Verifica dell’ipotesi di massimizzazione delle veridite. 
(With Etighsh summary ) Riv. Intemaz. di Sci. Econ. e Corn., Jan. 1968, 
pp. 19-39. 

Leccisotti, M. Beni “piibbhcl”, costi decrescenti, economic esterne e il falli- 
menfo del inercato, Studi Econ,, Sept.-Dee. 1^7, pp. 482-509. 
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Matsuuka, T. a rtarting-point for the dynamization of economics Pantalleoni’s 
influence. Keio Econ. Stud., 1966-7, 4, pp. 44-59. 

Mera, K. An empirical determination of a dynamic utility function Ucv. 
Econ. Stat., Feb, 1968, pp. 117-22. 

Moeseke, P. V. Towards a theory of efficiency. Tiidschrift v. Econ., 1967, 
22(4), pp. 317-41. 

Muhcescu, C. Progressive elements in the economic thinking of P. S. Aurelian. 

Rev. Roumaine aes Sci. Soc., 1967, 11(2), pp. 107-19. 

Nicholson, M. The resolution of conflict. Jour. Royal Stat. Soc., 1967, scr. A, 
130(4), pp. 529-40. 

Praetz, P. D. The permissible range of the CES production function. Rev. 
Econ. Stat., May 1968. 

Solo, R. A. Benefit-cost analysis and externalities in private choice: comment. 

Reply by R. M. Dunn Jr. So. Econ. Jour,, April 1968, pp. 569-71. 

Stober, W. J., Falk, L. H. and Ekelund, R. B. Jr. Cost bias in benefit-cost 
analysis: comment. Reply by R. M. Dunn Jr. So. Econ. Jour., April 1968, 
pp. 563-68, 571. 

SussNA, E. Jiingste Entwicklungen in der Theorie wirtschaftlicher Konflikte. 

Jahrb. f. Nationalokon. tmd Stat., April 1968, pp. 385-96. 

WiLLESE, F.-U. Ansiitze zu einer allgemeincn Theorie autonomer Preisinter- 
valle im heterogenen Oligopol. Jahrb. f. Nationalokon. und Stat., March 
1968, pp. 306-33. 

Zane, G. Le “Capital” et les rapports agraires dans les Principaut^s Roumaines, 
Rev, Roumaine des Sci. Soc., 1967, 11(2), pp. 135-46. 



Income and Employment Theory; 

Related Empirical Studies 

J. The Phillips Curve, a “Consensual Trap,” and National 

Income. 

The Keynesian income analysis, as presented in the customary C 
I- I + G diagram, does not take into aceoimt two phenomena: the 
tr<ide-off between unemployment and prices given by the Phillips 
curve and public sentiments about employment and inflation. This 
article I'xplains how an income determination diagram, a Phillips 
curve, and opinions icgarding inflation and unemployment can be 
combined. 

Income is treated as a declining function of unemployment. At 
each nneinploymciit level the economy experiences a rate of price 
change given by the Phillips curve. All three variables are therefore 
unitpicly linked. 

Keynes contended that the most desirable operating i^oint for an 
economy is full-employment. But full-crnploymerit in a modern, in- 
dustriah/cd economy can be reached only with rapidly rising prices. 
On the other hand, when prices are completely stable employment 
and income are comparatively low. People and their representatives, 
who make economic policy, are likely to reject a rigid full-employ- 
rnent policy, because the accompanying price rises are distasteful. 
The zero-inflation position is not widely appealing either, because it 
means living with a high percentage of unemployed resources. 

Public opinion sampling can help determine both the maximum 
levels of inflation and unemployment the public will tolerate and the 
generally desired amounts. Such opinions about desired and maxi¬ 
mum inflation and unemployment form a four-sided "consensual 
trap” around part of the Phillips curve. These constraints establish 
politically feasible ranges of inflation, unemployment, and national 
income. National income will fall somewhere between full-employ¬ 
ment and zero-inflation incomes. Thus the Phillips curve and this 
consensual trap can supplement the analysis of income determina¬ 
tion. Western Econ. Jour., March 1968, 6(2), pp. 145-49 (English). 
University of Maryland, USA and University of Bangalore, India 
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Almon, S. The Lags between Investment Decisions and Their 

Causes. 

The appropriations series collected by the National Industrial 
Conference Board come closer than any other data to pinpointing 
the time of investment decisions. This paper reports a study of the 
time lags between the basic stimulants of investment—output, cash 
flow, and the interest rate-and these appropriations. We find that 
appropriations respond quickly to these incentives. The results for 
the All Manufacturing series are backed up rather well by those for 
a dozen industries. Three points summarize the.se findings: (1) Out¬ 
put and interest rate variables, when given a four quarter distrib¬ 
uted lag, have very significant weights only in the current quarter. 
Negative weights tow'ard the end of the lag on ouqrut, however, fit 
into the accelerator theory; and positive weights on lagged values of 
the interest rate make sense, for they indicate that a given rate 
causes more investment if preceded by a higher, rather than a lower, 
I'ate. (2) Cash flow—retained earnings phi.s depreciation—promoted 
decisions to spend over tire whole year. The weight at the end is al¬ 
most half as large as tlrat in the current quarter. This pattern is rea¬ 
sonable, for money can be saved. This variable is the most important 
one in explanation with the equation. (3) Several otlier financial 
variables tested—the debt-asset ratio, the ratio of debt minus cash 
flow to assets, and stock prices—were not found very useful for ex¬ 
plaining appropriations. 

Capacity is adjusted for backlog, appropriations already made but 
not yet spent. The distributed lag between ajipropriations and each 
of its causes is given the form of a parabola; it is estimated with the 
Lagrange interpolation method devised earlier to go from appropria¬ 
tions to expenditures. The equations are estimated with data from 
1955 through 1966. Rev. Eron. b- Siat., May 1968, 50(2), (English). 
College Park, Maryland, USA 


Buss, C. On Putty-Clay. 

This paper is concerned with a thorough and rigorous investiga¬ 
tion of the properties of balanced and efficient growth patlis in the 
growth model associated with Johansen, Phelps and Salter. It is as¬ 
sumed that the capital-labour ratio can vary at the time an invest¬ 
ment is made but not afterwards and that all technical change is 
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embodied in new investments. A central problem to this investiga¬ 
tion is the form of the function relating the discounted value of 
gross profits minus the initial cost of an investment to the capital-la¬ 
bour ratio under balanced growth conditions (the net present value 
function). It is shown that this function need not be concave under 
the assumption that the production function is concave. This raises 
the possibility that a balanced growth equilibrium might not exist 
for certain values of the rate of profit and that a balanced growth 
path may be characterised by more than one type of investment 
being constructed at each moment of time. An existence theorem as¬ 
serts the existence of balanced grow th equilibrium at rates of profit 
chosen subject, perhaps, to an upper bound. Finally the existence of 
the usual shadow prices associated with an efficient path is demon¬ 
strated and it is shown that under certain boundedness conditions 
the net present values of investments are actually maximised at 
these shadow prices rather than being simply stationary. Rev. Econ. 
Studies, Apr. 1968, 35-2(102), pp. 105-32 (English). University of 
Cambridge. 

Eoof, S. K. The Relative Stability of Monetary Velocity and the 

Investment Multiplier; Some Comments on tire Friedman-Meisel- 

roan Controversy. 

This article surveys the controversy which has developed over 
Friedman and Meiselman s attack on Keynesian orthodoxy in their 
C.M C. paper, “Tlie Relative Stability of Monetary Velocity and the 
Investment Multiplier, 1897-1958.” Its main purpose is not to con¬ 
tribute anything new to the controversy, but rather to sort out and 
comment on the main points of contention. It is aimed mainly at su- 
dents and economists without specialised knowledge of economet¬ 
rics. 

The article concludes that although Friedman and Meiselman put 
up a spirited defence of their original thesis, one main objection to 
their approach, namely the definition of autonomous expenditure, is 
not met, and that their reply reveals a logical inconsistency in their 
method. The methodology of simple one-equation comparisons, as 
used by Friedman and Meiselman, is also called in question, since 
the two rival theories are, in fact, dealing with general equilibrium 
systems. Australian Econ. Papers, Dec. 1967, 6(9), pp. 129-207 Her 
Majesty’s Treasury, London, England 
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GoiDMAN, S. M. Optimal Growth and Continual Planning Revision. 

The paper investigates the effects of myopia and planning revision 
upon the dynamic behavior of a one-sector, two-factor economy. 
Plans are proposed at each moment in time so as to maximize a 
Ramsey-type welfare function over a specified planning interval of 
T years and subject to various terminal conditions on the stock of 
capital remaining at the end of the plan. At each succeeding mo¬ 
ment in time, plans are revised so as to extend the planning horizon 
—always rendering the economy in the first moment of a T year 
plan. The consumption paths implied by the above planning proce¬ 
dure imply an increase in per capital consumption with an increase 
in per capital income. Dynamically, the economy tends toward a sta¬ 
tionary state. The type of consumption function described above is a 
special case of a class of consumption which maximize some Ram¬ 
sey-type welfare function over an infinite planning horizon. Rev. 
Econ. Studies, Apr. 1968, 53-2(102), pp. 145-54 (English). Univer¬ 
sity of California, Berkeley 


Hahn, F. II. On Warranted Growth Paths. 

This paper investigates the set of equilibrium paths in a multisec¬ 
toral neo-classical growth model, in wliich myopic expectations are 
fulfilled. It explores the connection that exists between the “cate¬ 
nary” turnpike property of eflScient programmes and descriptive 
growth models. It shows that “most” equilibrium paths diverge from 
the steady state and that in general the system does not behave “as 
if” some Ramsey problem was being solved. Rev. Econ. Studies, Apr. 
1968, 35-2(102), pp. 175-84 (English). The London School of Eco¬ 
nomics and Political Science, UK 


Hieser, R. O. Linear Economics; The Multiplier-Accelerator Nexus. 

This paper is an essay in generalization. In particular, it investi¬ 
gates the common denominator underlying the Kahn-Keynesian 
multiplier and the acceleration principle; and shows them both to be 
particular cases of the general, linear multiplier principle. The 
Kahn-Keynesian multiplier is a consumption multipher: the acceler¬ 
ation principle is an investment multiplier. 

The acceleration principle is derived as an infinite series, repre- 
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'.enting the inducement of investment through tlie various stages of 
tlie production structure. It is shown that any change in rates of 
growtli requires, not merely a change in the rate of investment, but 
also a change in the distribution of investment flows. 

The interdependence of multiplier and accelerator is fundamental 
to the notion of equilibrium grow'tli. It is shown that dynamic equi¬ 
librium is consistent only witli constant parameters, tlie propensity 
to save and the capital/output ratio. 

In the Appendices, a disaggregated accelerator is derived from 
the Leontief dynamic uiotlel; and the possibilities of the conjunction 
of a disaggregated accelerator and a matrix multiplier are suggested. 
Australian Econ. Papers, Dec. 1967, 6(9), pp. 208-222 (English). 
Canberra, Australian Capital Territory 


Joiu.i vsoY, D. W. AND .Sikbeut, C. D. a Comparison oi Alternative 

Theories of Corporate Investment Behavior. 

The purpose of this paper is to compare alternative theories of in¬ 
vestment liehavior with regard to their ability to explain the invest¬ 
ment activity of corporations. Five alternative theories of investment 
behavior—neocla.ssical I, including capital gains on assets; neoclassi¬ 
cal II, excluding capital gains; accelerator, based on output or capac¬ 
ity utilization; expected profits, based on the market value of the 
firm; and liquidity or internal funds—are compared employing data 
from 15 large firms for the post-war period. Due to the importance 
of the correct specification of the lag structure underlying invest¬ 
ment, we determined the best distributed lag function for each al¬ 
ternative theory from the class of general Pascal distributed lag 
function. To measure the relative performance of the alternative 
theories of investment behavior, we relied primarily on the criterion 
of minimum residual variance. This measure of performance has 
been supplemented by measures of the proportion of conect himing 
points and tire number of changes in desired capital entering the 
fitted distributed lag function. All three measures of relative perfor¬ 
mance produce essentially the same results. 

Our principal conclusion is that the neoclassical theory of invest¬ 
ment behavior is superior to theories based on capacity utilization or 
profit expectations and that these theories are superior, in turn, to a 
theory based on internal funds available for investment. Both of the 
versions of the neoclassical theory we have examined—including or 
excluding capital gains realized on assets from the emst of capital 
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and the price of capital services—provide a better explanation of 
corporate investment behavior than any of the competing theories. 
The neoclassical theory including capital gains appeeu-s to provide a 
somewhat better explanation of corporate investment behavior. Am. 
Econ. Rev., Sept. 1968, 58(4) English. University of California, 
Berkeley, and tlie University of Iowa, USA 


Kbengel, R. Possible Ways of Forecasting Future Production Ca¬ 
pacity. (Einige Anmerkungen zur Brauchharkeit von Arbeitspro- 
duktivitdt und KapitalproduktivUdt als Instrumente der langfristi- 
gen Wirischaftsprognose). 

This contribution assumes three possible ways of estimating future 
production capacity: forecasts of labour input and labour productiv¬ 
ity, forecasts of capital input and capital productivity, or forecasts of 
both labour and capital inputs and combined factor productivity. A 
production function is developed and applied in the Cobb-Douglas 
form. When the function is apphed to empirical time series, there 
are cyclical fluctuations in the residual, which represents technical 
change. In order to turn this function into a serviceable forecasting 
instniment, it is necessary to eliminate short term cyclical fluctua¬ 
tions. Therefore, a distinction is made between utilization and ca¬ 
pacity values of variables and the existence of three utilization coef¬ 
ficients is proved. In addition, labour utilization is shown to be com¬ 
posed of two constituent coefficients. 

Including the utilization coefficients defined above in the produc¬ 
tion function, it can be shown that capital productivity is a more ac¬ 
curate forecasting tool than labour productivity, because of higher 
probability of lower estimating errors. Important eeonomic consider¬ 
ations also speak for capital productivity. Technical progress raises 
labour and capital productivities, whereas substitution raises labour 
productivity but lowers capital productivity. This means that capital 
productivity changes much less than labour productivity, so the like¬ 
lihood of large forecasting errors is much less than with labour pro¬ 
ductivity. Zeitschriftfges. Staatswiss., 1968, 124(1) German. Berlin 


Kubz, M. The General Instability of a Class of Competitive Growth 
Processes. 

This paper aims at the analysis of the stability properties of com¬ 
petitive growth processes. A general sector is formulated and a gen- 
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eral separable objective function is specified. The analysis of the op¬ 
timal path .shows that, in general, the stationary solution is a saddle 
point. Tlie eigenvalues are investigated for the two cases with and 
without discounting. It then follows that, if for any given competi¬ 
tive path, the inverse optimal problem can be solved, the path is 
unstable. The solution of the inverse optimal problem entails finding 
an objective function which would yield the observed path as an op¬ 
timal solution. Rev. Econ. Studies, Apr. 1968, 35-2(102), pp. 155-74 
(English). Stanford University 

Miconi, B. On Harrod’s Model and Instability (II modcllo di Har- 

rod c Tinstahilita). 

Many ai tides have dealt with the problem of disequilibrium 
dynamics of ILirrod’s model, i.o., the adjustment of the w'arranted 
and actual rates of growth. Most of the articles have, however, 
only transl.ited in symbols Harrods’ conclusions, without any deeper 
insight into the working of the model, and even the way tliis process 
has been performed is open to criticism. The few articles which 
have tried to offer a more c'omplete representation of the model, 
can be equally critici/ecl on many grounds. The state of the litera¬ 
ture is found to be unsatisfactory and detailed critici.sm.s of it are 
stated in an appendix to the article. 

Following Harrod’s various articles on the subject, a new formali¬ 
zation of Ilarrod’s model is offered in this paper. The model is sup¬ 
posed to develop through a scries of Keynesian equilibria. Expendi¬ 
ture is equal to income. The last one is determined by the invest¬ 
ment multiplier. The investment function is in the form of the flexi¬ 
ble accelerator, and it relates to the excess (or shortage) of capital 
and to the expected increase of income. A non-linear expectation 
function, which extrapolates the last rate of growth of output, is 
used. The analysis is strictly Keynesian, so as to allow investment to 
govern saving. The model, on the assumption that the desired capi¬ 
tal output ratio is greater than the average propensity to save, is 
then used to identify the warranted rate of growth and to give proof 
by induction of the validity of the instability tlieorem, w'itliout any 
limitation on the value of the other parameters. According to this re¬ 
sult, also the new topic of relative instability of the model, which 
makes instability dependent on the value of the other parameters, is 
discarded, and its shortcomings are shown. L’Industria, Oct.-Dec. 
1967, (4), pp. 458-78 (English). 
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Mosteller, F, Association and Estimation in Contingency Tables. 

Instead of regarding association in a contingency table as related 
to the product-moment correlation coeflBcient, we may prefer to as¬ 
sume that all tables obtained by multiplying every element in a row 
(column) of a given table by a positive constant as having the same 
degree and pattern of association as the original. This invariance-un- 
der-row-and-column-multiplications approach invites a number of 
applications, such as adjusting a table having margins different from 
those desired to have the appropriate sums without changing the as¬ 
sociation. This approach gives a way to standardize tables with dif¬ 
ferent margins so that they can be more readily compared. The 
method is illustrated by data from Britain and from Denmark on in- 
tergenerational labor mobility. Or, given the joint distribution in a 
population and the margins in a subpopulation, to estimate the joint 
distribution in the subpopulation on the assumption that the associa¬ 
tion is the same in both. For example, for data from a readership 
study where only marginal distributions of several variables are 
known, we might use the joint distribution from census data to¬ 
gether with the readership margins as a base for estimating the joint 
distribution among the readers. Finally, the general idea of statisti¬ 
cal reporting is cited as an area needing extensive development. For 
contingency tables the problem is that of making good estimates for 
cells when a population has been finely stratified. This is illustrated 
for death rates following surgery for hospital patients when sex, age, 
physical condition, and type of operation are held constant. The es¬ 
timation problem is further illustrated by a method of estimating the 
interior cells of a contingency table when only margins from several 
comparable tables are available. Jour. Am. Stat. Assoc., March 1968, 
63(321) English. Harvard University, USA 


Pen, J. Models and Prejudices; D. B. J. Schouten’s New Book 

(Modellcn en vooroordelen; het nienwe boek van D. B. J. 

Schouten). 

This is a review article of Dynamische Macro-economie (Leiden, 
1967) by D, B. J. Schouten. The book is characterised as a remark¬ 
able achievement in model-building. Both neo-keynesian and ne- 
classical systems are dealt with and Schouten experiments with a 
.synthesis between the two. For instance, price relationships and fac¬ 
tor substitution are added to income-expenditure models. Most vari- 
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ables are defined as deviations from their balanced growth values. 
One of the recurring themes is the influence of a wage push on prof¬ 
its and investments. 

Though Schouten’s ingenious work may sharpen tlie reader’s with 
it may also lead him astray. Beyond the Creek alphabet a good deal 
of prejudice is hidden. Schouten rejects the econometeric approach 
(his models are too complicated and the deviations from balanced 
growth values cannot be measured); yet he uses numerical values 
for his parameters. This technique creates a make believe world in 
which almost anything is possible. The reviewer points to a number 
of asj'nimetrical assumptions; the rational entrepreneur versus the 
muddling government, the perpetual positive or negative wage push 
versus the absence of price push, the saving capitalist versus the 
non-saving w'orker and even the non-saving and non-investing gov¬ 
ernment. He warns against Schoulcn’s neo-classical belief in sus¬ 
tained growth, w'hicli shows certains parallels with the ideas of Toil- 
hard de Chardin. Schouten’s political conclusions arc strongly criti¬ 
cized, especially the conclusion that any stabilizing policy is doomed 
to fail. These laissez fai>e recommendations are the natural outcome 
of Schouten’s interrelated assumptions, beliefs tUid prejudices. The 
reviewer objects strongly to Schouten’s tendency to ]iresent his polit¬ 
ical ideology in the disguise of a scientific system. De Economist, 
Jan.-Feb, 1968, 226(1), pp. 1-16 (Dutch). University of Groningen 


Samitison, P. a. The Two-Pait Golden Rule Deduced as the 

.Asymptotic Turnpike of Catenary Motions. 

What is the optimal capital formation and lifetime allocation of 
consumption in the Good Society? Capital must be accumulated so 
that, most of the time, the interest rate nearly equals the (assumed 
constant) rate of population growth—the Swan-Phelps production 
Golden Rule, goods must be allocated among the generations of dif¬ 
ferent ages as if the consumption-loan interest rate nearly equals, 
most of the time, the natural rate of growth of the population—tlie 
Samuelson biological-interest-rate Golden Rule of consumption. 

Using a Ramsey-Solow optimizing model, this paper deduces this 
two-part Golden Rule as a steady-state equilibrium and show how 
longtime optimal dynamic programs approach the Turnpike so de¬ 
fined and then veer away from it, in accordance with the catenary¬ 
like stability properties of a saddle-point equilibrium. If the plan¬ 
ner’s maximand involves systematic time preference, displaced Sam- 



Subjects 611 

uelson-Cass Turnpikes are deduced, including tlie Bentham-Ler- 
ner utilitarian model as the special case where the turnpike becomes 
the Schumpeter zero-interest state. Western Econ. Joum., March 
1968, 6(2), pp. 85-89 (English). Massachusetts Institute of Technol¬ 
ogy, USA 

Siegel, B. N. Technical Change and Employment in the United 

Stales, 1890-1965. 

This paper deals with changes in the historical rclation.ship be¬ 
tween private sector output growth and employment growth in the 
United States. Over the period 1890-1965 there was a significant de¬ 
cline in the employment elasticity of output—the percentage change 
in manhour employment per unit of percentage change in output. 
Most of this decline took place after Wrold War I. There may have 
been a further decline after Wrold War II. Moreover, prior to 
World War I, the employment elasticity of output appeared to be 
independent of the rate of growth of output, whereas after the War 
it seemed to fluctuate with the rate of growth of output in a positive 
fashion. 

Examination of relevant data suggests that the historical decline 
in the employment elasticity of output was mainly connected with 
an acceleration of the rate of technical change, rather than with an 
increase in the rate of growth in the capital-labor ratio. The change 
in the behavior of the employment elasticity of output—from inde¬ 
pendence to positive conformity with the rate of growth of output— 
appears to have been connected with a rise in what may be called 
autonomous inventive-innovative activity and a decline in induced 
inventive-innovative activity. If declines in the rate of growth of 
output do not significantly retard inventive-innovative activity, the 
impact on employment will be more severe than if such activity de¬ 
clines with the rate of growth. The paper concludes with some im¬ 
pressionistic evidence favoring this hypothesis. Western Econ. ]onr., 
March 1968, 6(2), pp. 121-33 (English). Univensity of Oregon, USA 


SwAMY, S. A Dynamic Personal Savings Function and Its Long- 
Run Implications. 

The paper attempts to synthe.size dynamic behavior (Houthak- 
ker) and long-run (Modigliani) behavior in the formation of sav¬ 
ings by use of one model. This model, in econometric terms, works 
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out to be (i) Si ~ oSt-t + pYi + Ut (ii) Ui = X Ut-i + et> for the 
dynamic behavior. The implicit, or imbedded long-run behavior in 
the above dynamic equation is shown under conditions of steady- 
state to be given by s/y =" «i + (Ay)/y, where ai and are 

related to a and Hence it is possible to derive the implicit long- 
lun function from the knowledge of the dynamic behavior. Statis¬ 
tical data for nineteen countries, which satisfy certain criteria of 
data reliability are used to estimate (for each of these countries) 
the dynamic model. Consideration is given to special econometric 
difficulties of estimation of distributed lag models under the influ¬ 
ence of autocorrelated .shocks. The results obtained are used to 
predict the long-nm equation s/y = m t- yS| (Ay)/y. This equation 
is also directly estimated from international cross-section data. The 
two sets of estimated parameters, predicted and estimated are 
shown to be statistically equal. In estimation of the long-run equa¬ 
tion, consideration is also given to problems of linearity and simul¬ 
taneity of equations. Rev. Econ. ir Stat., p’eb. 1968, 50(1) (English), 
llan'ard University. 

VON Torklus, R. Interactions Between the Multiplier and the Ac¬ 
celerator in Business Cycle Tbeorie. (Das 7Aisammenwirken von 

Muhiplikator und Akzclerator in der Konjunkturiheorie), 

Business cycle theories differ mainly according to the assumed im¬ 
portance of given variables and hypotheses in explaining the cyclical 
instability of the economic process. This article deals with those 
tlieories which assume demand-induced investment as the principal 
cause of the business cycle. Such theories are mainly built on the 
accelerator principle and multiplier theory; they owe their develop¬ 
ment largely to Harrod, Hansen, Samuelson, and Hicks. 

The critical review considers Hicks’ oscillation model, it being the 
most advanced of a group of similar theories. Differences to the Sam¬ 
uelson model are only mentioned where they occur. From a meth¬ 
odological point of view, the oscillation models from multiplier and 
accelerator are a theoretical experiment. Still, even the simplest are 
useful in understanding the economic process, since they demon¬ 
strate the assumption implications, which were otherwise not ob¬ 
vious. 

In times when active business cycle policy is acute, the institu¬ 
tions responsible must be aware of the full consequences of autono- 
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mous and induced investment for income and consumption. Finally, 
consideration must be given to doubts, whether the “mechanical” os¬ 
cillation models, with their assumed propensity functions and nu¬ 
merical coefficients, do in fact capture the basic process of the busi¬ 
ness cycle; that is, when all relevant factors are considered. Kon- 
junkturpol., 1967, 13(4), pp. 199-258 (German). German Institute 
of Economic Research, Berlin 


Tbezza, B. Labour Market, Growth, and Stability in a Two-Sector 
Model (Mercato del lavoro, crescita e stability in un modello a 
due settori). 

This article aims at integrating the stability analysis of golden 
age, long-run equilibrium in a non neo-classical model. Tlie model 
which is considered is essentially that which Hicks proposes and ex¬ 
pounds in Capital and Growth. A labomr market is introduced, 
where the real wage rate is determined. The rate of growth of the 
model is then determined as a residual, together with all the other 
variables. The analysis is arranged in two parts. In the first one, the 
case of one single production technique is considered, wlule in the 
second part, the analysis is extended to the case of several tech¬ 
niques. In a last section, the problem of the coining back of tech¬ 
niques is briefly pointed out. The result is that the long-run solution 
with real wage rate and a constant rate of growth which is equal to 
the rate of population growth is unique even in the case of several 
production techniques. Since the elasticity of the supply function for 
labour varies with the wage rate, the stability conditions do not nec¬ 
essarily require tlie consumer s goods sector to be more capital in¬ 
tensive than the producer’s goods .sector is. L’Industria, Oct.-Dec. 
1967, (4), pp. 479-500 (ItaUan). 

Akaoz, a. B. Fer6nietnos cle congcsti6n en una economia. (With English 
summary.) Desarrollo Econ., Oct.-Dec. 1967, pp. 267-85. 

Ferguson, C. E. The simple analytics of neoclassical growth tlieory. Quart. 
Rev. Econ. Bus., spring 1968, pp. 69-83. 

Fiaccavento, C. U rodcTito nazionale potenziale dellTtalia. Studi Econ., Sept.- 
Dec. 1967, pp. 453-81. 

Hahn, L. A. End of tlie era of Keynes? Transl. by W. E. Kuhn. Nebraska 
Jour. Econ. Bus., spring 1968, pp. 4^56. 

Klaus, J. Zur Frage der Kombination von Lohn- und InvestilionspoliUk ah 
Stabilisierungsinstrumente. Zeitschr. f. Nationalokon., April 1968, pp. 29-44. 
Krogh, D. C. Growth and inflation. So. Afr. Jour. Econ., Dec. 1967, pp. 294- 
311. 
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IiA. Majlfa, G. Salari e investimenti nd modello di Johansen. Riv. di Pol, Econ., 
Jan. 1968, pp. 3-34. 

Mizoguchi, T. On tlie high per.sonal .saving ratio in Japan. Hitotsubashi Jour. 
Ecou., Feb. 1968, pp. 59-70. 

Paunio, J. J. Inkomstpolitiken—samhallsekonomemas dilemma. (Incomes policy 
—the dilemma of the social economist. With English .summary.) Eton. 
Samfundets Tids., 1968, 21 ( 1 ), pp. 35-42. 

Phei.ps, E. S. and Pollak, R. A. On second-best national saving and game- 
equilibrium growdli. Rev. Econ. Stud., April 1968, pp, 185-200. 

PoiRiiH, J. E. Planning economic growth; capital-labor substitution and 
Inreign aid. Yale Econ. Essays, fall 1967, pp. 5-64. 

Pdasad, P. II. Giowth and employment. Indian Econ. Jour., July-Sept. 1967. 

IUhmsn, M. a. Foreign capital and domestic sarings; a test of Haavehno’s 
hypothesis witli cross-country data. Rev. Econ. Stat., Feb. 1968, pp. 137-38. 

Rasmussen, P. N. En vaekstteoretisk dispntats. (Growth, productivity and 
relative prices: a review article.) National0k. Tids., 1967, 105(1-2), pp. 14- 
34. 

Reichardt, H., SrHii'S, B. and BnrrscH, K. Zum Problem optimaler Wachstunis- 
pfade in melirsektoralcn Modollcn. Zeitschr. f. Nationaibkon., April 1968, 
pp. 1-15. 

Tauuman, P. Personal saving; a time series analysis of three measures of 
the same concc['tual serie.s. Rev. Econ. Stat., F(>b. 1968, pp. 125-29. 

Tpjtner, G. and Poixan, W. Ein einfacbes makrodkonomisches Modell fiir 
(Istorreieh. Jahrb. f. Nationalokon. und Stat., April 1968, pp, 397-403. 

Watts, H. W. An analysis of tlie effects of transitory income on expenditure 
of Xoiwegiaii households Stats. Tids , flee. 1967, pp. 136-61 



History of Economic Thought 

Coats, A. W. The Origins and Early Development of the Royal 

Economic Society. 

The British Economic Association (from 1902, the Royal Eco¬ 
nomic Society) was founded in November 1890, and was the out¬ 
come of several years’ discussion and planning by H. S. Foxwell, R. 
H. Inglis Palgrave, and others—including the ‘"Economic Circle” at¬ 
tended by the early Fabians. The reason for this long period of ges¬ 
tation are examined and the character, objects, and constitution of 
the B.E.A. are explained in terms of contemporary economic ideas, 
personalities, and the emergence of the economics “profession.” 
These background conditions—especially the public reputation of 
the subject and the relationships between the academic and non-ac¬ 
ademic economists—influenced the contents of the early numbers of 
the Economic Journal, the choice of speakers at the annual meet¬ 
ings, and the decision not to hold public discussions of economic 
questions. The finances, membership, and administration of the 
B.E.A. are then described; an occupational analysis of the earlv 
membership is provided; and the circumstances leading to the grant 
of a Royal Charter are outlined. Econ. Jour., June 1968, English. 
University of Nottingham 

Kaudeh, E. The Intellectual Sources of Karl Marx. 

In this paper I tried to explain how Manx’s mentors helped him to 
develop his three main concepts: alienation, social dynamics and the 
structure of capitalism. During Marx’s intellectual career alienation 
lost importance, social dynamics and capitalism became dominant. 
The change of interest meant a change of intellectual climate. Many 
advisors of his youth, e g. Feuerbach, the Young-Hegelians, and au¬ 
thor of the Communist ^lanifesto and Dos Kapital still listened to 
Hegel, but paid more attention to the Physiocrats, Ricard, the early 
socialists, the Western sociologists, and especially Lorenz von Stein. 

From these writers Marx had adopted many details of his system. 
He surpasses his forerunners mainly in the creation of his grand de¬ 
sign: the synthesis of economics and sociology, of structural analysis 
and dynamics, of prophecy and history. Kyklos, 1968, 21(2), pp. 
269-87 (English). Florida Presbyterian College 
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Samukis, \V. J. Taussig on the Psychology of Economic Policy. 

Taussig’s Inventors and Money Makers seemed to have showed 
the lelevance of psychic states to the problems of freedom and con¬ 
trol, and to continuity and change, and that the psychic states were 
j?<irt of the process through which economic policy was developed. 
Taussig was not basically w'rong in his views, which are reducible to 
tlic propositions (1) of tlie limited but emergent character of per¬ 
sonality as a product of personal, interpersonal and circumstantial 
variables in chiuacter development, and (2) of society’s policy 
(concerning the rate of economic growth, decision making structure, 
income distribution, etc.) as a partial product of the interplay of 
psychic stales. Taussig was perceptive: he held that an appreciation 
of the policy process (and the economy as a whole is a policy pro¬ 
cess, as well as are its interacting parts) requires an understanding 
of the psychological dimension of policy. For this reason, Taussig’s 
book is retrospectively important and suggestive; it shows additional 
reason for considering Taicssig as a great political economist. Indian 
Econ. Jour., July-Sept., 1967, i5(l), pp. 1-13 (English). Miami Uni¬ 
versity 

SruNCi cn, J. J. Hierarchy vs. Equality: Persisting Conflict. 

Hierarchy presupposes inequality and tlius runs counter to equal¬ 
ity which always enjoys sentimental support despite tlie essentiahty 
of hierarchy to social order. Philosophical and economical writeis 
have therefore sought to reconcile the principle of hierarchy, in par¬ 
ticular hierarchy based on other grounds than force, with the princi¬ 
ple of equality by isolating sectors in which one or the other princi¬ 
ples rules. With the replacement of mythopocic by rational thought 
this reconciliation assumed rational form. Aristotle, familiar with the 
views of tlie Pythogoreans and Plato, gave classic expression to ra¬ 
tional reconciliation of hierarchy and equality in his theory of jus¬ 
tice, especially in Iris conception of geometrical proportion in distri¬ 
bution and arithmetical proportion in exchange. Aristotle’s view was 
supported in essence by Albertus Magnus and St. Thomas Aquinas 
and their followers; they made it a fundamental element in medieval 
social philosophy, believing hierarchy to be a necessary characteris¬ 
tic of a stable society. 

Upon the emergence, in the eighteenth century, of classical eco¬ 
nomics, rational explanations of economic inequality were forthcom- 
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ing as well as the argument that heterogeneity in society and in the 
labor force was destined to persist though potentially subject to 
diminution. Competition made for diminution and so did control of 
family size in the lower ranks, popularization of education, death 
taxes, and savings institutions. 

With the development of the belief that income inequality was 
mainly the result of inequality in social environment, emphasis was 
placed upon the equalization of social environment. Limits to this 
approach were stressed, however, especially by hereditarist theorists. 
Empirical support of the persistence of inequality was accumulated 
by Pareto in particular. His findings have been subjected to criti¬ 
cism, but parallel findings and other grounds have been put forward 
in support of die insolubility of hierarchy. Kyklos, 1968, 21(2), pp. 
217-36 (English). Duke University, Durham, USA 

BuuEBETn, L. Charles Babb.nge economista e I’ltalia. Rassegna Ecoii., Nov.- 
Dee. 1967, pp. 1223-49. 

Fabrizi, C. “Gaetano Corsarii: ricordo del maestro.” Studi Econ., Sept.-Dee. 
1967, pp. 417-31. 

Gaeta, a. Monopobo e concorrenza nel pensioro di amoro.so. Giorn. d. Eton., 
Nov.-Dee. 1967, pp. 942-52. 

Gambino, a. Politique monetaire et credit chez C. B. Turroni. Econ. Appliqude, 

1967, 20(3), pp. 389-410. 

Giacalone-Monaco, T. Due documenti sulla vita di Pareto. Giom. d Econ , 
Sept.-Oct. 1967, pp. 732-39. 

Holi.ander, S. The role of the state in vocational training; the cla.ssical econo¬ 
mists’ view, So. Econ. Jour., April 1968, pp. 513-25. 

JossA, B. II teorema di Ricardo sulla pressione comparata dcH’imposta stra- 
ordinaria e del debito puhblico; centocinquant’anni dope. Riv. di Pol. Econ., 
Dec. 1967, pp, 1739-70. 

Saba, A. Osservazioni sulla stability di piena ocenpazione c sulla teoria della 
distribuzione del reddito nel pensiero di N. Kaldor. Riv. di Pol, Econ., Jan. 

1968, pp. 35-62. 

SrAPEBLANUA, A. Tliomas Mun and the export balance. Nebraska Jour, Econ. 
Bus., spring 1908, pp. 57-62. 

Tsirzma, C. LawTence Gronliind and American socialism. Hitotsubasbi Jour. 
Soc. Stud., Jan. 1968, pp. 17-25. 

ZiNN, K. G. Buffons Bcitrag zur Sozialwi.sscnschaft. Die Entdeckung der mess- 
haren Psyche im 18. Jahrhundert itnd die wertsubjektivistisebe Konsequenz, 
Jahrb. f. Nationaldkon. und Stat., March 1968. pp. 343-57. 



Economic History; Economic Development; 
National Economies 


Bfiait, V. Some Aspects of Development Strategy. 

Development strategy, in concrete terms means an investment 
programme, in terms of a consistent and optimum aggregative and 
sectoral plan, and an appropriate set of policies to implement the 
programme. The paper suggests policy changes relating to (a) agri¬ 
culture (b) project designing, formulation and evaluation (c) tax 
system and (d) export incentives in order to reduce the impact of 
major bottlenecks in the giowth process and promote greater equal¬ 
ity in consumption standards and a climate of certainty and stability 
with regard to the incentives for work, saving, investment, exports 
and imports substitution. These policy changes are to be integrated 
with the general overall plan strategy. The author suggests the fol¬ 
lowing: a Rural Development Corporation to raise food output ade¬ 
quately to meet the urban demand; a Project Designing and Evalua¬ 
tion Centre to identify the industrial projects, and to rationally de¬ 
sign and evaluate them, simplification of direct personal and corpo¬ 
rate taxes to stimulate efficiency, saving and to promote social justice 
and price stability, and export subsidies in the foim of import 
vouchers not exceeding 10 per cent of export-value, to give incen¬ 
tives on a selective basis for export and import substitution as well 
as for cost reduction, Indian Eron. Jour., Apr. June 1967, 14{5), pp. 
562-75 (English). Bombay 


Brugmaxs, I. J. Clio and the Computer (Clio en de computer). 

In this farewell address, delivered on the occasion of his retire¬ 
ment from the chair of economic history in the University of Amster¬ 
dam, the author deals with the movement among economic historians 
in the United States, called New Economic History. This movement is 
characterised by the endeavours to introduce new methods in eco¬ 
nomic historiography by making use of economic theory and statis¬ 
tics. Altliough the author agrees that there is room for a critical atti- 
tute as to the way in which economic history has so far mainly been 
studied, he is of opinion that the importance of tlie said movement 
should not be exaggerated. He draws attention to the fact that there 
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is only room for applying theoretical models and econometrics as far 
as modem periods of economic growth are concerned. He also 
points out that the economic historian should not confine his investi¬ 
gations to measuring economic growth. Economic historians have 
also to deal with a number of imponderabilia: social, cultural, reli¬ 
gious, legal, psychological and other developments. In the third 
place the New Economic History is by no means as new as his ad¬ 
herents seem to think. The economists of the so-called Historical 
School have already extended more than a century ago their studies 
to historical developments. The study of the trade cycle, which can 
roughly been said to have been started in the twenties of the present 
century, is a remarkable example of a combination between economic 
history and economic theory. The change in the methods employed 
by economic historians has been already on the way for a consider¬ 
able time. There is therefore no reason to call the application of the 
methods recommended by the adherents of tlie so-called New Eco¬ 
nomic History as a new phenomenon. Tlie author agrees, however, 
with the view that there should be a closer collaboration between 
economic historians, economists, and statisticians. De Economist, 
Jan.-Feb. 1968, 116(1), pp. 62-72 (Dutch). University of Amster¬ 
dam 

Cohen, B. I. The Less Developed Countries’ Exports of Primary 

Products. 

The prospects for the less developed countries’ exports of primary 
products have implications both for foreign aid and for commercial 
policy. The less developed countric.s’ share of world exports has de¬ 
clined steadily since 1950, and many observers have attributed this 
decline to the stagnation in world consumption of primary products, 
Stagnation in consumption, however, does not necessarily imply 
stagnation in world trade. 

Detailed import data for the U.S., Canada, and Western Europe 
are presented for 1952-1954 and for 1962-1964. None of 24 major 
primary products had imports growing as rapidly as the average 
non-primary product during this period, but the value of imports of 
several primary commodities grew by at least 5 per cent per year. 

While it is frequently assumed that the less developed countries 
(LDC’s) monopolize world trade in primary products, in fact for 
most primary commodities the LDC’s compete for export sales in 
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the industrial countries with the industrial countries, with other de¬ 
veloped c ountries, and with Eastern Europe. Over this 12 year pe¬ 
riod the LDC's occasionally increased their share of imports by the 
industrial countries, and for other commodities their share declined. 
For 23 major primary commodities (excluding mineral fuels), I esti¬ 
mate that annual imports from the LDC’s would have been about 
million larger in 1962-1964 if the LDC had maintained their 
actual 1952-1954 share of the actual 1962-1964 total imports of the 
industrial countries. This increase represents about 8 per cent of the 
actual 1962-1964 level of imports from the LDC’s of these 23 com¬ 
modities; this extra $900 million can also be compared to the dis- 
c'cjuulecl present value of foreign aid, which has been estimated by 
Pincus at $4.6 billion to $6.1 billion in 1962. Econ. Jour., June 1968, 
English. Harvard University and Agency for International Develop¬ 
ment, USA 

Dksai, M. ]. Some Issues in Econometric History. 

Recently there has been a marked tendency among economic his¬ 
torians to use economic theory to build models and arrive at quanti¬ 
tative answers using statistical tools. The novelty is in the formal ex¬ 
plicit use of models and stati.stics. This article surveys the major 
works of econometric history—those of Fogcl and Fi.shlow on rail¬ 
roads, Temin on iron and steel, David on mechanization of reapers. 
The problem of identification is discussed in general terms and the 
dangers of possible under-identification in models of economic his¬ 
tory are pointed out. 'Tlie.se dangers arise from using an economic 
theory that is mainly static and has not yet succeeded in taking ac¬ 
count of dynamic and cumulative processes adequately. There is 
also die problem of feedback and interdependence as well as of lags 
in adjustment. Criteria of identification are applied to each of the 
studies and their relative merits assessed. Econ. Hist. Rev., Apr. 
1968, SS, 21(1), pp. 1-16 (English). London School of Economics 


Don, Y. Comparability of International Trade Statistics: Great 
Britain and Austria-Himgary Before World War I. 

Under the assumption that international trade transactions are re¬ 
liably recorded by the authorities, it could have been expected that 
bilateral trade results looked upon through the foreign trade reports 
of the two countries involved should roughly correspond, taking into 
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consideration cost of conveyance. This study, carried out on Great 
Britain’s trade with Austria-Hungary from 1867-to 1914, examined 
both from British and Austro-Hungarian official trade statistics, 
shows that no such comparative analysis is feasible due to great dis¬ 
crepancies between the figures of the two countries. The reasons for 
such incomparability are (1) Different commodity grouping meth¬ 
ods; (2) Different sets of units of quantities used by the respective 
countries; (3) Different definitions for imports and exports; (4) Dif¬ 
ferent commodity valuation systems and (5) Different criterions for 
the determination of countries involved in transactions. 

After analyzing the factors themselves and their impacts upon bi¬ 
lateral trade statistics comparability, the study comes to the conclu¬ 
sion that for any analytical purposes no such comparison could lead 
to any reliable result. Econ. Hist. Rev., Apr. 1968, SS, 21, pp. 78-92 
(English). Bar Han University, Ramat Gan, Israel 


Dowie, J. a. Growth in the Inter-War Period: Some More Arithme¬ 
tic. 

The quantitative work of Matthews, Feinstein, and Lomax has es¬ 
tablished rea.sonably firmly the respectable growth acliievement of 
the British inter-war economy in historical terms. The present dan¬ 
ger, seen in Aldcroft, is that the resurrection will be overdone. As¬ 
suming that the trends between the years 1924, 1929 and 1937 
(when unemployment levels were approximately the same) exclude 
both short-term and “post-war readjustment” influences, growth was 
as rapid in the ’twenties as it was in the 'thirties. 'This is an aggrega¬ 
tive statement (though having considerable truth at the Goods-Ser- 
vices level also) and suggests that writers who are excited by Brit¬ 
ain’s performance in the ’thirties are paying too much attention to 
manufacturing, thinking in international rather than in historical 
terms, or talking, intentionally or otherwise, about cyclical recovery. 
'The similar aggregate trends in the ’twenties and ’thirties concealed 
significant shifts at the sector level, accelerated improvement in 
manufacturing and distribution off.setting slower improvement in 
most other areas. In terms of actual growth there is, however, a dan¬ 
ger of neglecting the achievements of many of the smaller sectors in 
die ’riventies and, despite their deceleration, over the 1924-37 period 
as a whole. Any attempt to explain the acceleration in manufactur¬ 
ing productivity in terms of a “new-old industry” division seems to 
break down on empirical grounds. The “new industries” clearly con- 
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tributed significantly, but it is unlikely that even more disaggrega¬ 
tion of manufacturing and concentration on “new products” would 
reduce the real improvement in important old industries to quantita- 
tiv'e insignificance. Still less can the manufacturing growth achieve¬ 
ment of the inter-war period as a whole be explained adequately in 
"new industry” terms. There are, moreover, serious definitional prob¬ 
lems with the “new industry’’ argument, in whatever form it ap¬ 
pears, Unless both “new” and “industry” are defined carefully its ex¬ 
planatory power must be negligible. Ecuii. Hist. Rev., Apr. 1968, SS, 
2J(1), pp. 93-112 (English). University of Kent at Canterbury, En¬ 
gland 

C^LAMiBOs, L. The Agraiian Image of the Large Corporation, 1879- 

1920. A Study in Social Accommodation. 

Farmers, and many other Americans, were extremely hostile to¬ 
ward the large corporation in the latter part of the nineteenth cen¬ 
tury. Since that time, however, a process of accommodation has 
taken place. This article asks three questions about that process: (1) 
when did the change take place? (2) how did it take place? and 
(3) what caused the change? On the basis of a content analysis of 
agrarian journals, the paper concludes that significant changes in the 
farmers’ attitude toward big business took place before 1920, unfa¬ 
vorable attitudes reached a peak in the 1890s and then declined. In 
general, unfavorable attitudes w'cre replaced by more neutral, not 
by favorable, viewpoints. Four of the factors which contributed to 
these changes were; (1) the sub-stratum of relatively favorable atti¬ 
tudes which had remained a part of the agrarian image even dur¬ 
ing periods of unrest; (2) advances in real income, which over the 
longrun appear to have been the most important factor making for 
accommodation; (3) the passage, and sometimes the implementa¬ 
tion, of reform legislation such as the antitrust acts; and (4) 
changes in the nature of business leaders, as the process of admin¬ 
istrative consolidation replaced the founders of the nation's larg¬ 
est combines with a new generation of less colorful bureaucratic of¬ 
ficers. Jour. Econ. Hist., Sept. 1968, 28(3) English. Rice University, 
Houston, Texas, USA 

Gekschenkbon, a. An I.O.U. 

The purpose of the essay has been to put on record the intellec¬ 
tual indebtedness to Professor Walther G. Hoffmann in developing 
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this writer’s approach to the industrial development of Europe in 
the nineteenth century. The points particularly stressed are as fol¬ 
lows: (1) The impressive example of what a devoted scholar can 
achieve working single-handedly over an immense body of quantita¬ 
tive material. (2) The creative inventiveness in developing methods 
of building up usable statistical .series from incomplete information. 
(3) The help derived from Hoffmann’s index of industrial output in 
Great Britain in analyzing the index number problem. (4) The light 
Hoffmann’s work casts on the “catching up” process of backward 
countries, a process that plays a central role in this writer’s ap¬ 
proach. In conclusion, a few words are said on Walther G. 
Hoffmann’s role as a creative precursor of what has come to be 
kmown as “New Economic History.” Zeitschriftf. ges. Siaatswiss., 
1968, 124(1). Harvard University 

Gross, N. Austrian Industrial Statistics 1880-85 and 1911-13. 

This is an attempt to utilize statistics extant in print for studying 
the process of industrialization in Habsburg Austria (Cisleithanien). 
'The Austrian case may prove to be of considerable interest in the 
framework of general European development. It is one of the in¬ 
stances in which nineteenth century economic growth proceeded at 
a sluggish pace rather than in a spurt-like fashion. It may be unique 
in the coincidence of industrialization with political decline and dis¬ 
integration. 

Surveys of Austrian industry were instituted in the 1870s and 
1880s by the Ministry of Commerce, collection of the data being in¬ 
cumbent on the regional Handelmnd Gewerhekammem. Directives 
were issued in the (not completely successful) endeavor to achieve 
uniform reporting, but were tmfortunately changed from survey to 
survey. As a result, the published data (of 1880, 1885, and 1890) are 
not comparable, but can be utilized for long-run analysis. 

According to the 1880 survey, above 50,000 establishments with 
ca. 550,000 workers produced an output of 1,200 million florins. The 
1885 survey covered almost 90,000 establishments, with ca. 800,000 
workers and an output of 1,600 million florins. In both cases the 
share of textiles was 30 percent, of metals and metal products 11 
percent, of Genussmittcl circa 40 percent. By applying a set of in¬ 
dustry-group co-efficients, value added by Austrian manufacturing i.s 
estimated here at 460-500 million florins in 1880 and 620-690 million 
in 1885. 
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OflBcial Austrian statistics of industrial product were not collected 
after 1890. Thus, when Fellner estunated net national product of 
1911-13 he had to rely on round-about methods and on proportions 
derived from Hungarian data. He estimated Austrian gross indus¬ 
trial output in 1911 at 9,400 million crowns, of this 25 percent were 
textiles, 18 percent metals and metal products, 28 percent Genuss- 
mittel. Fellner estimated value added by manufacturing in 1911 at 
4,200 million crowns. But when Waizner revised these estimates, he 
arrived at a value of only 3,200 million. Although the two estimates 
are analyzed and an additional test suggested here, no conclusive 
preference emerges. 

Using the higher of the 1911 estimates and the (less inclusive) 
survey of 1880, a growth rate of 3.4 percent (compound) of indus¬ 
trial product per inhabitant, at 1913 prices, is suggested as an up¬ 
per-limit value. Zeitschrftf. ges. Siaaistviss., 1968, I24(]). Hebrew 
University, Jerusalem 


Ho, S. P.-S. Agricultural Transformation Under Colonialism: The 

Case of Taiwan. 

This paper attempts to analyze the process by which Taiwan’s ag¬ 
riculture was transformed from a “traditional” to a “modem” sector 
under Japanese colonialism. The paper first reviews the agricultural 
record of the colonial period and identifies and measures the quan¬ 
tifiable inputs to agriculture. Then the paper identifies the sources of 
agricultural growth and discusses the relationships between technol¬ 
ogy and rural institutions within the context of Taiwan’s agricultural 
development. The paper also provides some evidence on the extent 
to which Taiwan’s agriculture was "squeezed” and the methods by 
which tfiis was accomplished. Jour. Econ. Hist., Sept. 1968, 28(3) 
English. Yale University, USA 


Johnson, D. W. and Chiu, J. S. Y. The Saving-Income Relation in 
Underdeveloped and Developed Countries. 

Among the host of factors which determine the growth of an 
economy, two would seem to play pre-eminent roles: 'The economy’s 
rate of saving out of current income and the form of investment 
such savings take. Not only are the determinants of saving important 
for an understanding of the source of investment, and hence of eco- 
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nomic growth, but they are also of interest with regaid to the con¬ 
tinuing disagreements about the nature of the consumption function. 
The major purpose of this study is to investigate the relation among 
various concepts of current saving and income for forty-four coun¬ 
tries. Perhaps the best-loiown hypothesis concerning the determi¬ 
nants of current saving, however, defined, is the current income hy¬ 
pothesis. It states simply that ciurent saving is a linear function of 
current income. Current income is the only independent variable, 
and the hypothesis is that saving is positively related to current in¬ 
come. We estimate statistically the parameters in this function, and 
test a number of hypotheses pertaining to tliem. We do this for sev¬ 
eral different categories of aggregate private saving and aggregate 
income. We also compare the correlation coeflBcients in various 
countries, using current income as the explanatory variable with 
correlation coefficients of savings with another independent variable, 
permanent income. Hypotheses relating saving to these variables are 
important alternatives to the current-income hypothesis. 

The various estimates of the parameters for our saving functions, 
which exclude government saving, are interesting. Different slope 
coefficients are computed when various income measures are used as 
explanatory variables, given the same definition of saving. This, ob¬ 
viously, is what one would expect. For the regression of household 
saving on household income, fourteen countries had slope coeffi¬ 
cients which were significant at least at the 5 percent level; eleven 
countries had slope coefficients which were statistically significant at 
this level for the regression of household saving on N.N.P.; and for 
the regressions of private saving on private income and private sav¬ 
ing on N.N.P.; fourteen and then thirteen countries had, respec¬ 
tively, marginal propensities to save which were statistically signifi¬ 
cant at the 5 percent level. With the exception of only one or turn 
countries, if a country’s slope coefficient were statistically significant 
for one regression, it was also significant for the other regression as 
well. 

Since our work on testing independent variables alternative to 
current income is not yet finished, any judgment on the first explana¬ 
tion given above must be considered as tentative. In this paper we 
use trend income as a proxy variable for permanent income. Our 
findings in testing tlie permanent income hypothesis lend added 
weight to its explanatory value. Econ. Jour., June 1968, English. 
University of Washington, USA. 
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loRGi:, A. AM) SuijjvAN, J. J. Tlic Impact of Alternative Investment 

Strategies on tlie Long-run Rate of Growth. 

This article purports to examine the likelihood that a direct rela¬ 
tionship exists between the average long run growth rate of real in¬ 
come of an economy and the peculiar features of the investment pat¬ 
tern pursued. Viewing a succession of balanced imbalances within 
the limits of existing corrective capacity as the best tactic, the article 
maintains that the avoidance of delaying bottlenecks becomes neces¬ 
sary. Certain of these bottlenecks and programmed structural bal¬ 
ances and imbalances would not be compatible with the optimal in¬ 
vestment pattern. A balance of too high an order may be excessively 
roundalxjut, time and resource-consuming, while a balance of a 
lower order may he easily attainable by the economy. The size and 
number ol gap.s in a given disequilibrated production structure will 
determine the relative importance of balances or imbalances. It is 
here it becomes relevant to consider the degree of aggregation of 
the sectors, and gaps among such highly aggregated sectors in in¬ 
dustry and agriculture. As roundaboutness in production structure, 
concurrently with that of equilibrium, is related to the behavior of 
the long run average growtli rate, gradualism, dictated in degree 
and kind by the particular conditions of each economy, would be 
the golden rule in carrying out the development process. Indian 
Econ. Joiirn., Apr. June 1967, 14(5), pp. 590-603 (English). North 
Andover, Mass., and Hartford, Conn., USA 


KuzNims, S. Developed and Underdeveloped Countries: Some Prob¬ 
lems of Comparative Analysis. 

The above discussion presents brief comments on a few selected 
facts. The first of these is that today, almost two centuries since 
modern economic growth began in England, all developed coun¬ 
tries, with the single exception of Japan, arc of European back¬ 
ground and antecedents. The second is the gieat preponderance of 
tlie population of the underdeveloped countries, concentrated in 
Asia and accounted for largely by China and India. This is evidence 
of great and cultural innovations in these areas in the past—which 
were not shared by the European ancestors of the presently devel¬ 
oped countries; and these quite different social and cultural institu¬ 
tions may constitute obstacles to modem economic growth in these 
underdeveloped countries today. The third fact is tlie wide differ- 



627 


Subjects 

cnce in per capita production and c*onsumption between the popu¬ 
lous underdeveloped countries and the developed regions of the 
world—differences so wide as to indicate basic differences in pat¬ 
terns of life, and in the ways in which social and cultural conditions 
are shaped. All of these comments raise the question as to the feasi¬ 
bility of deriving from quantitative and theoretical analysis of eco¬ 
nomic growth of the presently developed countries conclusions rele¬ 
vant to the growdi problems of the so-different non-Westem under¬ 
developed societies', Zeitschriftf. ges. Staatswiss., 1968, 224(1). Har¬ 
vard University 

McCord, N. The Seamen’s Strike of 1815 in North Ea.st England. 

This is an account of a major strike which paralysed the ports of 
North East England in the autumn of 1815. The seamen claimed 
higher wages and a fixed ratio of size of crew to tonnage. They dis¬ 
played formidable powers of organisation and discipline. The em¬ 
ployers promised important concessions, but would not concede the 
fixed manning ratio. After the seamen had forcibly closed the ports 
for six weeks the strike ended at Sunderland by an agreed settle¬ 
ment between seamen and shipowners, and on die Tyne by a settle¬ 
ment enforced by the authorities, involving important concessions to 
the seamen but not the whole of their demands, A key feature was 
the tolerance and restraint displayed by the agents of central and 
local government, and the armed forces. The strike had no political 
content. The incident provides a useful corrective to some older con¬ 
ceptions of class relations in British society at that time. Econ. Hist. 
Rev., Apr, 1968, SS, 22(1), pp. 127-43 (English). University of 
Newcastle-upon-Tyne, England 

Munez, O. E, The Process of Industrialization in Chile Since 1914. 

The main aim of this work is to determine long-run trends of out¬ 
put of industrial goods in Chile, both at aggregate and sectoral lev¬ 
els (there arc eleven main sectors), since the beginning of World 
War I, and on the basis of this, to examine some of tlie major hy¬ 
potheses that have been put forth in relation to industrialization in 
this country. In addition, it is hoped that this basic research may 
provide furtlier evidence on the industrialization pattern of develop¬ 
ing countries. 

After a short introduction, a statistical appraisal of aggregate in- 
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The present article criticizes this conclusion on three grounds: 
(1) Thomas measiures the net burden including both the gains and 
losses of being British. However, it is the losses which can be di¬ 
rectly attributed to the British Policy; the gains are far more diffuse 
benefits resulting from British protection. The present paper argues 
that it is the gross benefits from the Navigation Acts which is rele¬ 
vant. This figure is much larger than the net burden. (2) Thomas 
gives his estimate for the entire colonial economy when in fact 90 
per cent of the gross burden falls on the southern colonies. The dis¬ 
tortion to trade of the southern colonies was substantial, and the rel¬ 
ative size of the burden to income would be much larger in the 
south than in the north. (3) Thomas’ estimate of income is too high. 
A more recent estimate of per capita income implies that the net bur¬ 
den from Thomas’ figures w'ould represent about 1.5 per cent of all 
income, tlic southern burden would be closer to 2.5 per cent of in¬ 
come for that region. 

There remains the question of how important such a distortion 
would be. No attempt is made to show this in the present argument. 
What is asserted is that relaxation of British policy could have ex¬ 
erted a positive force in the colonial economy between 1763 and 
1775. Jour. Econ. Hist., Sept. 1968, 28(3) English. University of 
California, Riverside, USA 

SiiEHUrAN, R. B. The Wealth of Jamaica in the Eighteenth Century: 

A Rejoinder. 

Professor Robert Paul Thomas has moved to the opposite pole in 
his criticism of my article on the wealth of Jamaica in the eighteenth 
century. He maintains that the British colonies in the West Indies 
represented a huge mis-allocation of resources which worked to re¬ 
tard the economic growth of the mother countr)'. He attempts to test 
his hypothesis by constructing a social income account for the sugar 
colonies and an estimate of the capital stock in the colonies. 

Thomas has scaled down the sugar sector of my capital stock esti¬ 
mate and raised the non-sugar sector to arrive at a higher total 
stock. I present evidence which refutes his assumption that the same 
wealth-to-labor ratio existed in the cultivation of minor staples as 
applied to the sugar sector. The upshot of the revision of my capital 
stock items is a total which is only slightly higher than my original 
estimate. 
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Thomas has scaled down the profits arising from the trade be¬ 
tween Jamaica and Great Britain to 58 per cent of tire original 
Long-Sheridan estimate on the assumption that Edward Long con¬ 
fused profits with total sales. I have compiled balance-of-payments 
data to show that this alleged confusion is not warranted. Data is 
presented which confirms some of the original estimates, calls for 
upward or downward adjustment of others, and warrants the addi¬ 
tion of income items hitherto undiscovered. My revised total is three 
per cent higher than my original income estimate, and 78 per cent 
higher than the Thomas estimate. 

While Thomas may be correct in maintaining that social costs 
arose from the West India colonies, I submit evidence that his calcu¬ 
lations are grossly overstated with respect to the military and civil 
establishments and tariff preferences. Further, I maintain that nu¬ 
merous social benefits can be credited to the West Indies. In view of 
the indeterminant nature of many of these social costs and benefits, 
it would seem more practical to either avoid such a calculation alto¬ 
gether, or to assume that costs were balanced with benefits. I find no 
reason to change my original conclusion that the West Indies made 
a substantial contribution to the economic growth of the metropolis. 
Econ. Hist. Rev., Apr. 1968, SS, 21(1), pp. 46-61 (English). Law¬ 
rence, Kansas, USA 


SiECENi'iiALER, 11. The Conccpt of Monopoly in the American Tex¬ 
tile Industry, 1840-1880 (Das Gevoicht monopolistischer Elemente 
in cler anierikani<ichen Textilindustrie 1840-1880). 

This paper tries to evaluate the significance of the concept of mo¬ 
nopolistic competition for our understanding of a particular stage in 
the development of the American textile industry. 

Competitive pressure was felt throughout the period. Great num¬ 
bers of competitors shared the markets, and these were open with 
regard to access to technology, access to labor, access to raw mate¬ 
rials, access to marketing channels. It is argued (sect 2) that a con¬ 
siderable collusive disposition among textile producers did not lead 
and could not possibly have led to collusive behavior in the mar¬ 
kets for textile fabrics. However with this competitive pressure on 
his back the individual producer was given opportunities to escape 
competition—at least temporarily—in several ways (sect. 3), particu¬ 
larly by closely watching and following changing preferences of 
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buyers, talcing advantage of developments in his global economic 
and social environment, i.e. growth of real per capita income, urban¬ 
ization, growing social mobility. In section 4 the characteristics of 
fashion demand in textile markets are sketched and the relationship 
between fashion demand and monopolistic competition is discussed. 

In sections 5 and 6 several methods by which the weight of mo¬ 
nopolistic elements may be demonstrated are applied to our mate¬ 
rial. Sellers’ expectations with regard to demand elasticity are empir¬ 
ically feasible, at least sporadically; the evidence shows that produc¬ 
ers were not without some influence over prices of their fabrics. The 
price structure and/or differences in carrying costs reflect buyers’ 
preferences for particular fabrics. Finally the costs of a change in 
the fabric are taken into consideration as a measure of the impor¬ 
tance of variability of fabrics. Among the various elements in these 
costs one in particular is stressed: the price which producers were 
willing to pay for the fabric-advisory function performed by individ¬ 
uals or agencies. As we showed elsewhere this price was consider¬ 
able. Monopolistic profits partly show up in the incomes of those 
prophets of fashion who were able to direct production into new 
fields. Zeitschriftf. ges. Staatswiss., 1968, 124(1). Zurich 


SoLTON, L, Long-Run Changes in British Income Inequality. 

There seems to be a growing body of evidence that lower-income 
groups shared in economic growth during the Industrial Revolution. 
However, the idea still prevails that a dynamic group developed in 
the eighteenth and nineteenth centuries which made the rich richer 
even if the poor did not become poorer. It is the purpose of this 
paper to bring together available British distribution in an attempt 
to find patterns for the very long period which would encompass the 
Industrial Revolution. 

Distributions for the total labour force are investigated using data 
of (Name of investigator, income year, Gini coefficient of income 
concentration) Gregory King, 1688, .551; Patrick Colquhoun, 1801-3, 
.555; Colquhoun, 1812, .536; R. Dudley Baxter, 1867, .500-.521; Ar¬ 
thur Bowley, 1880, .474-.629; Bowley, 1913, .487-.588; Inland Re\'e- 
nue, 1962-3, .338. Distributions limited to higher-income groups are 
(Investigator, income year, nontax if income tax data were not used, 
slope of inverse-Pareto curve) H. L. Gray, 1436, .86; King, 1688, 
nontax, .62; Colquhoun, 1801-3, nontax, .61; Colquhoun, 1812, nontax, 
.52; Parliamentary returns, 1801, .81; Baxter, 1887, .71-.73; Bowley, 
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1880, .77; Bowley, 1913, .74; Josiah Stamp, 1911-12, 158; Stamp, 
1913-14, .58; Inland Revenue, 1962-3, .44-,50. Statistical evidence in¬ 
dicates that income inequality, particularly in upper-income groups, 
has decreased for several centuries. This trend has been accelerated 
in the twentieth century. 

Further investigation of the extreme inequality in land distribu¬ 
tion in Great Britain leads one to conclude that any movement from 
agricultural endeavors lessens inequality. Comparisons of the data of 
socio-economic classes of King in 1688 and Colquhoun in 1801 
strengthen this belief as do findings from later periods pertaining to 
incomes from the developing trade and professional sectors. The ar¬ 
gument is thus one that there was a continued widening of opportu¬ 
nity for non-properties income groups with consequent lessening of 
inequality. Econ. Hist. Rev., A.pr. 1968, SS, 2J(), pp. 17-29 (En¬ 
glish). Ohio University, USA 


Thomas, R. P. The Sugar Colonies of the Old Empire: Profit or 

Loss for Great Britain? 

Arguments over Colonization and Imperialism to this day play a 
large role in the current ideological debate. This debate in a differ¬ 
ent form also exists among economic historians. The question is 
whether colonies and empires constituted a source of profit for the 
mother country or were an economic drain. In this article I attempt 
to do a cost-benefit analysis for the colony of Jamaica, which is ex¬ 
tended to represent the whole of the British West Indies. The data 
for this study were largely taken from a previously published paper 
by R. B. Sheridan, in v'hich Sheridan suggested that the West Indies 
were an important source of income for Great Britain. By posing a 
counterfactual proposition and biasing Sheridan’s data in favor of 
the social profitability of the West Indies. I find the opposite. The 
West Indies were an economic drain upon the mother country not a 
source of profit. Econ. Hist. Rev., Apr. 1968, SS, 21(1), pp. 30-45 
(English). University of Washington, USA 


Thompson, F. M. L. Tlie Second Agricultural Revolution, 1815- 
1880. 

Recent writing has perhaps tended to convey an impression tliat 
there was a single, unitary, agricultural revolution in England 
stretching from 1750 to 1880 (or indeed, if publication since the 



634 


Journal of Economic Abstracts 

writing o) iJie present article is taken into account, stretching from 
the mid-sixteenth centiuy onwards). It is suggested that it may be 
useful to distinguish different trends within this long period, and 
that from the point of view of agricultural inputs the period be¬ 
tween 1815 and 1880 developed technical and economic characteris¬ 
tics which distinguish it from previous periods. An attempt is made to 
measure and evaluate those inputs of feeding stuffs and fertilizers 
which were purchased from outside, rather than produced on the 
farm. Some of the implications of the great growth in these pur¬ 
chased inputs are examined—the implications for the financial and 
commercial operations of the farming industry, for the development 
of certain manufacturing industries, and for the import and re-ex¬ 
port trades—but assessment of the effects on agricultural output and 
incomes must await further work on the measurement of agricultural 
output in the period before the collection of agricultural statistics 
began. Econ. Hist. Rev., Apr. 1968, SS, 21(1), pp. 62-77 (Engli.sh). 
University College London, England 

Tiu.,y, R. H. German Industrialization in the 19th Century. (Los 

von England contribution). 

Germany’s industrialization has often been analysed as an impor¬ 
tant element of international power. Seen in this light, industrial¬ 
ization has appeared primarily as the product of a conscious, na¬ 
tional decision and seemed to demonstrate the necessity of state in¬ 
tervention in economic affairs. This view can be compared with Brit- 
i.sh doctrine stressing the efficiency of markets and decentralized de¬ 
cision-making as promoters of economic development. Germany’s 
backwardness relative to Great Britain in the nineteenth century 
and the fear of social revolution within Germany, a fear which 
.sprang in part from observation of English conditions, encouraged 
its growth. But although the German “heresy” can be explained, it 
has two serious weaknesses; (1) it exaggerates the contribution of 
the state to German industrialization; and (2) it overstates the nega¬ 
tive a.spects of Anglo-German economic relations in the nineteenth 
century. 

These difficulties are most evident in the handling of Anglo-Ger¬ 
man commerce and the German Zollverein. The “flood” of British 
goods sold in Germany after 1815—allegedly to a large extent at 
dumping prices—has been interpreted negatively in the main. Fol¬ 
lowing Friedrich List, historians have regarded this commerce as a 
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means whereby England attempted to retard Germany’s develop¬ 
ment. and the Zollverein as a device for foiling such an attempt. But 
a preliminary investigation of Anglo-German commerce suggests no 
such British design and, indeed, that commerce can be interpreted 
very positively. First, British exports to Germany were in substantial 
measure industrial inputs, e.g., cotton and woolen yam, and encour¬ 
aged the growth of Germany’s finishing industries. Second, British 
finished goods opened up new markets in Germany which were not 
(and would not have been) accessible to German producers. 'This 
success is attributable to the relatively low price and quality of Brit¬ 
ish goods, as well as to the energy and skill of British merchants in 
introducing new marketing techniques. Third, the success of British 
wares showed German producers and merchants what product stan¬ 
dards had to be maintained and which market channels were avail¬ 
able, and stimulated imitation. Fourth, British capital and produc¬ 
tion techniques were adopted in Gennany on a large scale with the 
help of British skilled workers and technicians who were employed 
by German firms—as W. O. Henderson has already pointed out. 
Lastly, Germany made substantial u.se of British short-term credits 
to finance her overseas and even her domestic commerce; quantita¬ 
tive estimates of these credits suggests that they were of great im¬ 
portance for the early stages of German industrialization. 

In summary, England’s influence upon Germany’s industrial de¬ 
velopment was more positive than historians have acknowledged. 
England’s influence was exterted primarily through markets, and 
markets them.sclves with their decentralized decision-making were 
in fact much more important for Germany’s development—relative 
to the state’s contribution—than is generally appreciated, But the 
whole question of the role of Markets, of merchants, and of con¬ 
sumer behaviour needs to be investigated further. ZeitseJiriftf. ges. 
Staatswiss., 1968, 124{1). Universitat Miinster/Westf. 


Tinbergen, J. Social Factors in Economic Development. 

Social factors as distinct from economic factors have been defined 
in different ways. Probably the origin of the distinction is that the 
reactions against free competition as a system were called social reac¬ 
tions; they are attempts at correcting the income distribution result¬ 
ing from purely free competition. The United Nations Research In¬ 
stitute for Social Development so far had a tendency to call social 
the phenomena or variables immediately influencing welfare. Others 
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consider as social sectors those of health, housing, education and 
commimity development. 

While previously social corrections on the outcome of the free- 
competition system were considered a luxxuy, at present the idea 
spreads that good social conditions may have a “productivity effect.” 
Some examples of recent research on this effect are mentioned (edu¬ 
cation, housing). 

Planning of the social sectors is more difficult because of lack of 
data on the effects of social corrections. At the moment not much 
more than assuming some parallelism betw'cen the development of 
the “economic” and the “social” sectors is possible. This may be done 
at the macro or at a more micro-level (for special types of educa¬ 
tion, for instance). A really satisfactory type of planning the social 
sectors must be based on better knowledge of the productivity ef¬ 
fects, or more generally a cost-benefit analysis in the broadest sense. 
Sometimes the costs are quite different from what is generally be¬ 
lieved to be the case; health improving measure.s, for instance, re¬ 
quire heavy investments in order to offer a decent living to those 
whose life has been saved. 

In principle, social planning should be based on maximizing social 
welfare (or “utility”) over a long period. Welfare economics repre¬ 
sents the theoretical instrument, to which the author has attempted 
to make some contributions. But theory needs empirical testing in 
order to become sufficiently specific. We have to extend empirical 
work on production functions to the “production of health,” the 
“production of education” and so on. We also need a specification of 
the .social welfare function; some contributions have already been 
made. 

The author makes an attempt at setting some priorities for further 
research (section 6). Zeitschriftf. ges. StaatsuHsts, 1968, 124(1). The 
Hague 

Todaro, M. P. An Analysis of Industrialization, Employment, and 

Unemployment in Less Developed Countries. 

The problem of chronic urban unemployment in almost all con¬ 
temporary less developed nations has been accorded relatively little 
theoretical attention in the literature on economic development. The 
few serious studies that do consider this question usually deal en¬ 
tirely within the context of so-called “labor surplus” countries. Upon 
examination, however, one finds that the urban unemployment prob- 
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lem is equally as serious and prevalent in numerous African and 
Latin American countries as it is in the overpopulated nations of 
Asia and The Far East. A common phenomenon experienced by al¬ 
most all of these countries in their quest for rapid industrialization is 
the considerable lag between industrial growth and employment 
generation in the modern sector. Combined with the heavy flow of 
rural migrants seeking jobs in urban areas, this phenomenon has led 
to a situation in which the problem of the urban unemployed can no 
longer be given secondary importance when analyzing the process 
of industrialization and economic development. 

This thesis attempts to provide a detailed examination of factors 
influencing urban labor demand and supply in less developed na¬ 
tions. The approach is primarily theoretical although, wherever pos¬ 
sible, relevant empirical data is utilized. In the case of labor de¬ 
mand, various arguments are advanced to illustrate the rather lim¬ 
ited employment creating powers of modem industry. On the supply 
side, a probabilistic “expected income” model of niral-urban labor 
migration is developed. Unlike the more common models of labor 
supply, this approach recognizes and incorporates witlun its frame¬ 
work the fact that the typical newly arrived rural migrant cannot 
immediately expect to find a job in the urban economy. His decision 
to migrate, therefore, must involve a balancing of the probabilities 
and risks of being unemployed for a certain period of time against 
the usually positive urban-rural income differential. 

By bringing together these demand and supply relationships into 
a single framework, we are able to demonstrate a number of unique 
and interesting theoretical aspects of the adjustment mechanism of 
mrban labor markets. Among other things, the time path of the un¬ 
employment rate, the expected unemployment period for a newly 
arrived migrant, and the automatic stabilizing influence of job prob¬ 
abilities on urban unemployment rates are examined. Finally, the 
impact of alternative government policies on labor demand and sup¬ 
ply is evaluated in the context of our overall model. Yale Econ. Es¬ 
says, Fall 1968, 8(2) English. 


Van Wyk, R. J. The Relationship Between Scientific Research and 
Economic Growth and its Possible Implications for Government 
Policy in South Africa. 

The purpose of this article is to draw policy makers’ attention to 
the notion that a link exists between scientific research and eco- 
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nomic growth. Extracts of economic theory in support of this notion 
are presented and the available empirical evidence is also discussed. 
The author reaches tlic conclusion that sufiBcient evidence of a link 
between scientific research and economic growth exists for policy 
makers to take it into account in the formulation of economic and 
jcientific policy. Study is required to determine the particular fea¬ 
tures of the link in the case of South Africa and to identify the mea- 
unes needed to give effect to this link. Possible measures which are 
envisaged are: (i) Cross representation between the Scientific Advi¬ 
sory Council, tlie Economic Advisory Council and the National Ad- 
iosory Educational Council, (ii) The use of scientific and technical 
personnel to advise on scientific developments which could have an 
?ffcct on the economic development programme, p (iii) The encour- 
igernent of research of industry. South African Jour. Econ., March 
L96S, 35(1), pp. 32-44 Industrial Economics Division, C S I R, P.O. 
Sox 395, Pretoria 


Valton, G. M. New Evidence on Colonial Commerce. 

A traditional view of American colonial commerce has been sol- 
dly formed, can be found in nearly eveiy textbook on the history of 
he American economy, and is widely read and taught in our univer¬ 
ities and colleges. This view portrays the southern colonics as hav- 
ng a direct shuttle type trade with Great Britain, while the middle 
olonies and New England had more complex routes wliich were 
pitomized in the w'ell knowm triangles of trade. Also, the New En- 
;land .shipper is typically described as a jack-of-all-lradcs type who 
ramped from port to port. 

This essay presents quantitative evidence (aggregate tonnage 
lovements 1768-72, and movements of particular vessels at Barba- 
os, Jamaica, and Philadelphia for .selected years) that stands in 
harp contrast to these views (with the exception of the Southern 
ade). The risks associated with early eighteenth century marketing 
jchniques and the concomitant high information costs coupled with 
ae opportunity to disperse crews while in the home port resulted in 
hippers engaging in tramping or following multilateral routes only 
arely. Shuttle rather than triangular (or multilateral) patterns were 
ominate, and routes were specialized in terms of ownership and 
lip regularity. Jour. Exon. Hist., Sept. 1968, 28(3) English. Tfie 
hio State University 
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Wiles, R. C. The Theory of Wages in Later English Mercantilism. 

One of the views most commonly attributed to mercantilist eco¬ 
nomic thought is the desirabihty of low wages as a guarantee of a 
favorable balance of trade by way of the price-cost structure and its 
international trade efiects. The critical literature on mercantilism 
generally accepts this as characteristic of mercantile analysis, as the 
works of Eli Heckscher and Edgar FumLss attest. 

While this desire for low wages and resultant competitive price 
levels are perhaps commonplace observations of early mercantile lit¬ 
erature both in England and on the Continent, it is the thesis of this 
article that the concepts cannot be generalized for what Professor 
Furniss has called the “later English mercantilists”: that is, English 
economic literature from approximately the last quarter of the sev¬ 
enteenth century until Adam Smith. It is argued that neglect of this 
literature, particularly by Heckscher, has led to overgeneralization 
from earlier evidence to the later English mercantile period. 

An examination of the literature of this later period is found to 
support the contention that a substantial group of writers advocated 
a high level of wages as not inconsistent with other mercantile aims 
—especially the desirability of expansion of export markets. Three 
aspects of this high wage support are studied: first, the defense of 
high wages as conducive to a flourishing commerce; second, tlie 
view that high wages were an aid to growth in consumption and a 
“brisk circulation”; and finally, the notice by some writers that high 
wages did not conflict with low and competitive prices. The last 
analysis recognized the relation betu'een productivity and prices 
which some students of mercantilist economic writings, as Coats and 
Brentano, have noted as occurring only in the latter half of the eigh¬ 
teenth century. The conclusion is reached that what critics have 
seen as tlie rise of more “liberal” mercantilist views on labour and 
wages after 1750 is really a consolidation of opinions and concepts 
that were already accepted in the period under discussion. Econ. 
Hist. Rev., Apr. 1968, SS, 21(1), pp. 113-26 (English). Bard Col¬ 
lege, USA 


Yamamura, K. a Rc-Exainination of Enterpreneurs in Meiji Japan 
(1868-1912). 

Many writers, botli in English and Japanese, ha\e stressed the 
unique and important role played by “community-centered” entre- 
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(reneurs with “samurai-spirit” in explaining the rapid economic de- 
'elopment of Meiji Japan. This article, however, argues that the cur- 
mt view is a product of deductive theorizing—conveniently suited 
or a general discussion of the rapid economic development of Japan 
-and is untenable when a closer examination is made of behavior, 
lecisions and motivations of the leading Meiji entrepreneurs. 

Using the evidences gathered from the cases of Zenjior Yasuda, 
ne of the most successful bankers of the period, and other leading 
ileiji entrepreneurs, the article reexamines all parts of the following 
yllogisin which is implicit in the current view; (a) almost all of the 
ending Meiji business leaders were samurai or quasi-samurai; (b) 
be u'cltanschuung of the samurai class is distinct from that of other 
lasses because of the long tradition of “spirit of samurai” which was 
ultivated and preserved by their education and the mode of living. 
Tie spirit of samurai was their abihty to sacrifice self-interest, be it 
3r his feudal lord or for fukoku (enrichment of nation); (c) 
lost of the leading Meiji entrepreneurs possessed shikon shosai 
■pirit of samurai and acumen of entrepreneur) and were “commu- 
ity-centered.” 

The article concludes that the principal determinant of the entre- 
reneurial behavior of the early Meiji years was more globally ac- 
jptable profit incentive and that the revised view of the Meiji en- 
epreneurs could help eliminate some apparent misinterpretations 
f the process of Japanese industrialization and modernization in the 
irly and crucial phase. Econ. Hist. Rev., Apr. 1968, SS, 21(1), pp. 
44-58 (English). Boston College, USA 

DAMS, D. R. Jh. Wage rates in the early national period: Philadelphia, 1785- 
1830. Jour. Econ. Hist., Sept. 1968. 

RMAND, L. Industrialisation et structures. Econ. Appliquee, 1968, 21(1), 
pp. 1-9. 

AMBHicac, S. Indexes of average prices of Australian imports from the United 
Kingdom 1919-1920 to 1927-1928. Australian Econ. Papers, Dec. 1967, 
pp. 250-253. 

ABACHETTE, R. Etudcs p^gionales et Plan national dans les pays en voie dc 
d^veloppement. Rev. Tiers-Monde, April-June 1968. 

ARTOU, H. Emploi et industrialisation. Econ. Appliquee, 1968, 21(1), pp. 123- 
236. 

SAUCOUHT, C. Structure et localisation du capital en U.R.S.S. Econ. et Soc., 
Feb. 1968, pp. 303-406. 

ENjAMiN, R. W. and Kautsky, J. H. Conununlsm and economic develop¬ 
ment. Am. Pol. Sci. Rev., March 1968, pp. 110-23. 

ERTOUNO, A. Qualche considerazione sui concetti di spazio e tempo in eco- 
nomia. Giorn. d. Econ., Sept.-Oct. 1967, pp. 659-76. 

OEHME, H. East German price formation under the new economic system. 
Soviet Stud., Jan. 1968, pp. 340-58. 
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Bonadonna, a., Galassi, G., Vida, A. and Adchui, G. iUcerohe di dnematica 
storica. II movunento dei prezzi in Giappone dal 1878 al 1957. Giorn. d. 
Econ., Nov.-Dee. 1967, pp. 964-75. 

Caire, G. Liberation des marches. Disponibilite en facteurs et occasions 
d’investissemeats. Econ. Appliquee, 1968, 21(1), pp. 257-89. 

Campolongo, a. La misura dei divarl economici interregionali. Giom. d. Econ., 
Sept.-Oct. 1967, pp. 740-52. 

Chhistensen, J. Den markedspolitiske situation. En kommentar af J. H. Gel- 
ting. (Denmark and the European communities. Comment by J. H, Gelting.) 
National0k. Tids., 1967,105(1-2), pp. 1-13. 

Del PinsTA, V. and Pesenh, A. Metadologia della programmazione subregion- 
ale: un caso concreto. Riv. di Pol. Econ., March 1968, pp. 303-20. 

DEMONQxnE, M. Le sens de I’industrialisation. Econ. Appliqu6e, 1968, 21(1), 
pp. 291-304. 

Destanne de Beknis, G. Les industries industrialisantes et I’integration eco- 
nomique regionale. Econ. Appliquee, 1968, 21(1), pp. 41-68. 

Di Tella, G. Criterios para una politica de desarrollo industrial. (With Eng¬ 
lish .summary.) Desarrollo Econ., Oct.-Dec. 1967, pp. 233-60. 

Dumont, B. Les industries de la croissance. Econ. Appliquee, 1968, 21(1), 
pp. 79-91. 

Dupont, C. L’evolution recente des disparites regionales de revenu dans la 
C.E.E. Cahiers Econ. de Bmxelles, 1968, 37(1), pp. 59-70. 

Durr, E. Problems of method and of policy in calculating development assist¬ 
ance requiiements. German Econ. Rev., 1968 6(1), pp. 16-27, 

Ekstrom, j. Structural transformation in the EEC. SKandinav. Bank. Quart. 
Rev., 1967, (4), pp. 120-25. 

Galley, R. Le rdle motcur de I'informatique. Econ. Appliquee, 1968, 21(1), 
pp. 69-77. 

George, P. La ville et rindustrialisafion, Econ. Appliquee, 1968, 21(1), 
pp. 31-40. 
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2014. 

Karkkainen, H. II sistema economico e lo sviluppo deBa Finlandia. Mondo 
Aperto, Feb. 1968, pp. 45-56. 

Knauerhase, R. The compound steam engine and productivity changes in the 
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Lavrentiev, M. Akademgorodok and the development of Siberia. Impact of 
Sci, on .Society, 1967,17(4), pp. 307-13. 
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Lowenthal, P. Conjunctures en pays neufs: le cas argentin. Recherches Econ. 
de Louvain, Dec. 1967, pp. 557-67. 

Maitra, P. Implications of income distribution for economic development: 
East Africa a case study. Econ. Affairs, Jan.-Feb. 1968, pp. 86-99. 

Malassis, L. Developpement economique et emploi agricole. Econ. et Soc., 
Jan. 1968, pp. 1-40. 

-Industrialisation de I’agriculture. Econ. Appliquee, 1968, 21(1), pp. 93- 
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Millikan, M. F. India in transition—Economic development: performance and 
prospects. For. Affairs, April 1968, pp. 531-47. 

Mossetto, G. Il profitlo e il progresso tecnico nell’inclu.stria sovictica. L’lmpre.sa, 
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Monde, April-June 1968. 
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maria al promediar el siglo XX. (With English .summarv.) DcsairoUo Econ., 
Oct.-Dec. 1967, pp, 211-32. 

ScHACHTER, G. Sviluppo per polarizzazione indotta nell'Italia meridionalc. 
(With English summary.) Riv. Internaz. di Sci. Fcon. e Com., March 1968, 
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3bandes, O. Farley, J. Hinich, M. and Zacebisson, U. The Time 
Domain and the Frequency Domain in Time Series Analysis. 

The traditional way of analyzing economic time series views the 
cries as if it were generated by a repetitive process over time. This 
irticle shows how a time series can be analyzed in terms of frequen¬ 
ces by seeking out regularities with which cycles of various fre- 
juencies recur in the series. Monthly automobile registrations in 
weden, 1955-64, are analyzed with the alternative approaches. 

The frequency approach is useful for a number of reasons. For 
anger time series, there may be uncertainty as to the length of busi- 
.ess cycles, building cycles or agricultural production cycles. For 
horter series, a seasonal pattern may be important. In such cases, it 
? common to use some kind of seasonal index to eliminate these 
ariations before forecasting or analysing the series. There may also 
»e unlcno\\m cycles at otlier frequencies that should be identified, 
"urther, the frequency domain allows analysis of the effects of dif- 
erent types of adjustment procedures, these effects may be serious, 
s it is possible to either induce new characteristics into the series or 
D remove desirable components along with undesirable ones. 
Potential users of the techniques should not hesitate because of 
omputational burden. Prepared and tested programs are available 
1 most computer-center libraries. Swedish Jour. Econ., March 1968, 
0(1), pp. 25-42 (English). The Gothenburg School of Economics 
nd Business Administration, Gothenburg, Sweden (O. B. and U. 
..), and Gamegie-Mellon University, Pittsburgh, USA (J. F. and M. 
•) 

.HiusT, C. F. Econometrics in Economics: Some Achievements and 
Challenges. 

“Statistical estimation of economic relationships,” wrote Stigler, is 
le one distinctive trait of modem economics. Econometrics has ei- 
ler contributed or especially nourished several concepts that are 
ow important in economics. Among these are; (a) distributed lags; 
-y) the distinction between the structural form and the reduced 
)rm of a model; (c) stochastic approaches to economic theory; and 
1) theories of decision-making under uncertainty. 

643 
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Important achievements in econometric technique include the fol¬ 
lowing: (a) the recognition and solution of the identification prob¬ 
lem in econometrics; (b) the development of simultaneous-equa¬ 
tions methods of estimation of coefficients in economic equations; 

(c) the Bayesian or subjective-probability approach to decision 
theory (this achievement was more borrowed than made by econo¬ 
metric workers). 

Achievements in applied econometrics include the following: (a) 
consumer demand studies, beginning with the simple static equa¬ 
tions of the Henrys Moore and Schultz, and working up to present- 
day dynamic models for durable as well as nondurable goods; (b) 
agricultural supply functions; (c) the consumption function; and 

(d) large-scale econometric models like Tinbergen’s and Klein’s. 
Among the important challenges are these: (a) ways of dealing 

with serially correlated disturbances; (b) development and use of 
Beyesian analysis in econometrics; (c) development and use of 
spectral analysis techniques; (d) testing econometric results to dis¬ 
cover how good are the theoretical specifications underlying them; 
and (e) ways of dealing with expectations about the future. Austra¬ 
lian Econ. Papers, Dec. 1967, 6(9), pp. 155-70 (English). Johns 
Hopkins University, USA 

Griuches, Z. The Brookings Model Volume: A Review Article. 

This is a review article of Duesenberry, et al.. The Brookings 
Quarterly Econometric Model of the U.S. It is a review of the book 
rather than an analysis of the current state of the Brookings model. 
It reviews the various chapters of the book one by one and con¬ 
cludes that while there are some very interesting and strong sections, 
there are also enough weak links to throw doubt on the potential 
performance of the model both as a forecasting device and as a tool 
of economic analysis. Rev. Econ. ir Stat., May 1968, 50(2), (En¬ 
glish). University of Chicago, USA 


Herbebg, H, Range of Values for the Elasticity of Substitution in a 
Generalized Sato- Function (Der Variationsbcreich der Substitu- 
tionselastizitdt einer verallgemeinerten Sato-Funktion). 

In an article recently published in this Journal (cf. 13. Jg. 1967, 
pp. 42-52) H. Rudolf proved that the elasticity of substitution of the 
Sato function varies between 0 and 0.1. With regard to the well- 
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known results of Arrow, Chenery, Minhas and Solow the maximum 
value of is too low. 

In the present paper a generalized Sato function is analyzed. The 
elasticity of substitution of this function is positive and smaller than 
unity for all relevant values of the factor-intensity, but its maximum 
will be as near to unity as is desired if suitable values of exponential 
parameters of the function are chosen. Konjunkturpol., 1967, 
13(5-6), pp. 382-90 (German). University Hamburg 


Jones, H. B. and Thompson, J. C. Squared Versus Unsquared De¬ 
viations in Regression and Correlation Analysis. 

A review and comparison of the least squares with least absolute 
deviations. Substantial differences in results are obtained by the two 
techniques depending upon the type of problem considered. Possi¬ 
ble alternatives and modifications to the traditional method are ex¬ 
plored including correlation based on minimum absolute deviations 
and a coeiBcient of forecast efiBciency Agric. Econ. Research, April 
1968, 20(2), pp. 64-69 (English). University of Georgia, Athens 

LaValle, I. H. On Cash Equivalents and Information Evaluation 
in Decisions Under Uncertainty, Part I: Basic Theory: Part II: 
Incremental Information Decisions: Part III: Exchanging Parti- 
tion-J for Partition-K Information. 

The monetary evaluation of (Bayesian) decisions under uncer¬ 
tainty and of associated opportunities to acquire information is 
well-known and conceptually straightforward when the decision¬ 
maker’s utility is linear in money. This analysis is generalized in Part 
I to arbitrary continuous and strictly increasing utility functions by 
defining and interrelating: minimum selling and maximum buying 
prices for decisions with and without information; a priori certainty 
equivalents of uncertain information costs; values of information; 
and net gains of information. All are given in monetary rather than 
utility terms. Sample result: prior information value equals the cer¬ 
tainty-equivalent of posterior information values. This generalizes 
the well-known, linear-utility result: expected value of information 
equals the expectation of conditional values of information. 

Part II considers the incremental information values and net gains 
of acquiring “information K” at (uncertain c^ost D given the deci¬ 
sion-maker is committed to acquire “information J" at (uncertain) 
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c»st C but has not yet obtained the J-message. Also considered are 
values and net gains of being able to defer the incremental informa¬ 
tion decision until the J-message has been received. Sample result: 
net gain of “information J and K” at cost C plus D equals net gain 
of (J, C) plus incremental net gain of (K; D) given tlie (J, C) com¬ 
mitment. 

Part III considers values and net gains of e.\changing the (J; C) 
commitment for the (K; D) commitment and shows that the con¬ 
structs of Parts I and II are special cases. Sample results: (1) prior 
value of information J equals value of exchanging null information 
at zero cost for information J at zero cost, and (2) value of exchang- 
ing (J, C) for itself is zero. Jour. Am. Stat. Assoc., March 1968, 

6'3(321) English. Tulane University, USA 


May^t:s, E. S. Minimizing Response Errors in Financial Data: The 

Possibilities. 

By measuring response errors in reports of savings account and 
debt balances under near-ideal (and very special) conditions, this 
article shows what is the maximum degree of accuracy we may ex¬ 
pect to attain in sample surveys of a financial character. The ideal 
conditions included the following; a very simple questionnaire seek¬ 
ing four items of information, a favorable sponsor, knowledge on the 
part of the respondent that the investigators already knew the 
“right” answer. Under these conditions, none of the response errors 
observed was sufficiently serious to invalidate the data for any likely 
statistical use. 

The article provides evidence on the effect of the following fac¬ 
tors on response errors; record consultation, “rounding,” size of bal¬ 
ances, the number and nature of transactions in the account balance, 
the length of the recall period. Record consultation does improve ac¬ 
curacy. Eighty-five percent of record-consulting respondents gave 
reports within ± 1 percent of the actual balance; errors which oc¬ 
curred were symmetric. Even non-record consulters were reasonably 
accurate. Rounding, these data showed, is strongly related to accu¬ 
racy. Non-rounders report more accurately and tend, if anything, to¬ 
ward over-reporting; rounders are less accurate and tend toward un¬ 
der-reporting. This finding suggests a proposition requiring more in¬ 
vestigation: that data users would be better ofiF to base their analy¬ 
ses on the non-rounded data emerging from a survey. 

Size of balance in the particular circumstances of this study has 
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no effect on tlie accuracy of reporting. Response errors in this study 
were small enough to have only a negligible effect on regression 
analysis of the data. Response errors patterns for reports of debt bal¬ 
ances are highly similar to those of savings account balances. Jour. 
Am. Stat. Assoc., March 1968, 63(321) English. University of Minne¬ 
sota, USA 

Neklove, M. Experimental Evidence on the Estimation of Dynamic 

Economic Relations From a Time Series of Cross-Sections. 

In an earlier study of the demand for natural gas [Econometrica, 
July, 1966], Balestra and Nerlove developed a dynamic model, the 
parameters of which they attempted to estimate using data for 36 
states over the period, 1957-62. In the course of this investigation 
several different estimation procedures were tried. Of these, ordi¬ 
nary least squares, the use of different constant terms for each state, 
and straightforward maximization of the likelihood function, gave 
economically implausible results. The procedure finally adopted in¬ 
volved estimation in two stages: the first used instrumental variables 
to obtain an estimate of the variance-covariance matrix of distur¬ 
bances; this was then employed in a generalized least-squares 
regression procedure to obtain estimates of the remaining parame¬ 
ters. The estimates were economically plausible. 

The purpose of the present paper is to report the first of a series 
of Monte Carlo experiments designed to reveal the small-sample 
properties of alternative estimators under conditions likely to be en¬ 
countered in analyzing data for a number of behavioral imits over 
time; e.g., consumer panel data, a cross-section of firms over time, 
state or country data over time, and the hke. Emphasis is on the es¬ 
timation of dynamic relations and for this reason, analytical results 
are extremely diflBcult to obtain. The results reported here suggest 
that, at least for a simplified version of the model employed by 
Balestra and Nerlove, the economic plausibility argument correctly 
rejected ordinary least squares and least squares with individual 
constant terms. In the present simplified context, maximum likeli¬ 
hood performs reasonably well over a wide range but tends to break 
do\vn in some respects for certain parameter values. The method 
which appears to work well under all circumstances is a two-stage 
procedure in which individual constant terms are used to estimate 
tlie variance-covariance matrix of disturbances and tlien this is em¬ 
ployed in a generalized least-squares regression. Correct specifiea- 
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tion is assumed tliroughout. What happens when the model is incor¬ 
rectly specified in certain respects, and a method w^hich uses lagged 
values of any exogenous variables present as instruments in a first 
stage (the final choice of method used by Balestra and Nerlove), 
are to be investigated in subsequent Monte Carolo experiments not 
reported here. Econ. Studies Quart., Dec. 1967, 18(3) English, Yale 
University 


Orgutt, G. II. AND Ohcutt, A. G. Incentive and Disincentive Ex¬ 
perimentation for Income Maintenance Policy Purposes. 

Policy makers know how to set minimum wage rates; they need to 
know how the employability and earned income of individuals are 
afilected by changes in these rates. They know how to legislate a 
personal income tax law; they need knowledge of how labor force 
participation, occupation and job choice, effort, and productivity de¬ 
pend upon such things as the level and progressivity of taxation. 
Policy makers know w'ays of legislating a guaranteed minimum in¬ 
come for individuals or families; they need to know how participa¬ 
tion in the labor force and earned income of individuals would be 
affected by this guaranteed income. Also, they should want to know 
how fertility, family composition, nurture, and education of children 
would respond to such a change. 

In the main body of this paper, the basis for hoping drat well de¬ 
signed experiments would increase our knowledge of the conse¬ 
quences of new economic policies is presented. The idea that an ex¬ 
perimental approach is feasible is encouraged by discussion of the 
primar)' reasons why many economists have ruled out experimenta¬ 
tion as a research approach. The choice of experimental variables, 
experimental units, and method of analyses is considered. Ways in 
which relevance of experimentation to policy issues can be en¬ 
hanced are presented. Economizing possibilities are suggested. 

This paper concludes that policy oriented incentive experimenta¬ 
tion should be undertaken in a systematic way, on an operationaly 
viable scale, and on a long run basis. A long run approach to scien¬ 
tific, social experimentation, however, needs—and in fact, demands 
—long run financing for its assured success. This is necessary for 
wise planning. And it is essential to building up, and keeping to¬ 
gether, an effective research team. A commitment of at least one or 
two million dollars per year under an arrangement providing for a 
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tliree to five year moving horizon, with the horizon to be extended 
after each annual review, is needed for each major center of field 
experimentation established in the United States. Regardless of spe¬ 
cific arrangements though, it is time we set up some Mt. Palomars 
for the social sciences! Am. Econ. Rev., Sept. 1968, 58(4) English. 
International Bank for Reconstruction and Development and Uni¬ 
versity of Wiscon.sin 


Obcutt, G. H., Watts, H. W. and Edwabds, J. B. Data Aggregation 

and Information Ix)ss 

Although the Federal Government collects an enormous amount 
of information, researchers frequently discover tliat the only behav¬ 
ioral units for which suitably matched data are available are na¬ 
tional aggregates. Thus, matching time series of total consumption 
and income are unavailable for households classified by location, age 
of head, assets, race or other characteristic. 

To investigate the consequences of aggregation prior to analysis, 
we constructed a microanalytic model of the United States economy 
which was as realistic as our insight permitted. This model and sev¬ 
eral variants of it were then operated to produce large numbers of 
histories, and an effort was made to estimate the underlying stnic- 
ture of the generating models. By carrying out estimation at three 
levels of aggregation, including the national accounts les’el, it was 
possible to study how the degree of aggregation influences the 
efficiency of estimation. 

We discovered that, if the real world is similar to any one of the 
variants which were tried, use of less aggregated data than the na¬ 
tional accounts data presently relied on would make possible: (1) 
virtual elimination of small sample biases, (2) improvement m the 
precision of estimates of parameters in macro-economic models, and 
(3) improved possibilities of detecting misspecifications and of cor¬ 
rectly choosing between alternative formulations. 

Is one of our model economies sufiBciently like the real United 
States economy for our results to be of practical significance? Na¬ 
tional accounts data are compatible with our underlying microana¬ 
lytic model but contain so little evidence that they are compatible 
with all sorts of models. Perhaps this is why economic hypotheses 
and theories are almost never rejected on the basis of empirical evi¬ 
dence. Am. Econ. Rev., Sept. 1968, 58(4) English. International 
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Bank for Reconstruction and Development, University of Wisconsin 
and Harvard University, USA 


rKRKiNS, J. O. N. Australia and the 1967 Devaluation of Sterling 

This article considers certain misleading or fallacious argument; 
emplov'ed in Australia in public discussions of the decision not to de 
value the Australian dollar along with sterling in November 1967. 
discusse s that decision against the background of the Australian bal 
ance of pajments in 1967, and its prospects in the medium-term fu 
ture. 

In particular, current expectations for the growth of mineral eX' 
ports and import-replacing oil production from 1966-67 to 1971-7i 
are set against other probable trends in the balance of payments. Ir 
\'iew of the prospective slower growth of rural twports, total export 
are expected to grow at about the same rate as over the past eighi 
years. Since imports, aid and defence expenditure are likely to rise 
at least as rapidly as before, it will probably be necessary for nel 
capital inflow to rise at about the same rate as monetary GNP tc 
maintain external balance. In the more immediate future, the out¬ 
look is clouded by the effects of drought upon exports and the likeb 
effects of British and American measures to curb the growth of theii 
capital outflow. Moreover, the external accounts begin with a deficit, 
and the reserves are not as high in relation to imports as in recenl 
years. 

The decision not to devalue with sterling may make it harder tc 
reduce certain high tariffs and subsidies which adversely affect the 
allocahon of resources. However devaluation of sterling may speed 
measures to divert resources from some less economic primary in 
dustries particularly dependent on the British market. 

If balance of payments diflficulties arise, it is feared they might be 
met by restraining the rate of grow th or by excessive cuts in foreign 
aid payments or defence expenditure. Econ. Record, March 1968, 
44(105), pp. 1-14 (English). University of Melbourne 


Preston, E. On the Predictive Value of the Australian Investment 
Survey. 

The predictive accuracy of the Australian investment survey is ex¬ 
amined using Theil’s inequality coefficients and proportions. Aggre- 
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gate predictions are found to be highly accurate. This accuracy re¬ 
sults from the cancellation of opposite errors in disaggregated pre¬ 
dictions. The slight but unusual bias in the direction of overestimat¬ 
ing total investment expenditure is seen to arise from a marked bias 
towards overestimating construction expenditures which may be a 
characteristic peculiar to Australian development. Median-wise bias 
adjustments are suggested and a form of test for the safety of an ad¬ 
justment procedure. 

Predictions disaggregated by industry are examined over a shorter 
period. Wide variation in predictive accmacy is found. Errors of 
variance are sizeable in only one industry, mining. For a number of 
industries the analysis suggests that a bias adjustment would be use¬ 
ful, but in some cases the proportion of error attributable to distur¬ 
bances is sufficiently below that attributable to lack of covariance to 
suggest the superiority of a regression adjustment procedure. In 
some sectors more sophisticated methods would be necessary to ob¬ 
tain greater accuracy. Econ. Record, March 1968, 44(105), pp. 42-55 
(English). Monash University, Melbourne 

Samuelson, P. a. Reciprocal Characteristic Root Property of Dis¬ 
crete-Time Maxima. 

Poincar4 proved the celebrated theorem that, in the case of maxi¬ 
mizing solutions in the calculus of variations, the characteristic roots 
corresponding to stationary (or, more generally, to periodic) solu¬ 
tions appear in opposite-signed pairs. The importance of this is that 
it rules our purely damped stability of motions; and, reversing time, 
we rule out all purely anti-damped motions. As had been indicated 
by L. W. McKenzie {International Ecotiomic Review, 1963), the 
Poincare theorem can be generaUzed to apply to maximized dis¬ 
crete-time problems. Now sums replace integrals; now the optimiz¬ 
ing extremals are second-order difference rather than differential 
equations. The present paper proves for such a system, involving 
any number of unknowns, that the characteristic roots, correspond¬ 
ing to the linear difference equations associated with stationary solu¬ 
tions (or "turnpikes”) of the original non-hnear difference equa¬ 
tions, do come in reciprocal pairs. Thus, generalized “catenary” 
properties do hold, and neither strong damping nor anti-damping is 
possible. Western Econ. Jour., March 1968, 6(2), pp. 90-93 (En¬ 
glish). Massachusetts Institute of Teclmology, USA 
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Sahaceno, P. Aiiiorti7ation at the Level of the Firm and of Nati 
Accounting (L'ammortamento nel hilancio deUe imprese in 
triali c nel bilancio cconomico naziotwle). 

The national accounts have, nowadays, ceased to be a mere 
stniclion for research purposes and have come to be used as an 
poitant tool for major policy decisions; among other things, the> 
the very basis of any incomes policy. The most careful thoi 
therefore needs to be given to the criteria on which the valu< 
national accounting should be established, and this applies r 
particularly to the principles governing amortisation. 

It is not an idle exercise, in this connection, to look at comj 
balance sheets and to see how the problem of amotization is ! 
died in their accounts. In the first part of the paper, then, the au 
identifies the components of industrial amortization as follow: 
the life-time of the plant; (b) the rate of interest; (c) the rat 
physical deterioration; (d) the rate of obsolescence; (e) the rat 
loss in the value money; and (f) the cyclical position of the acce 
ing year. 

All these items are discussed in terms of their economic sig 
cance and then examined as to their relevance in national inc 
calculation. The conclusion is that all of them are relevant, 
there is no reason why it should be impossible to apply to the 
tional accounts a procedure of analysis any less rigorous than is 
tumary in well-managed companies. Such an improvement in 
tional accounting methods appears all the more important in 
light of the growing weight, with the increasing pace of techno 
cal progress, amortization assumes among the items which mak 
the national income. L’lndustria, Jan.-March 1968, (1), pp. 6 
(Italian). 

Sjsrgent, T. J. Some Evidence on the Small Sample Propertie 
Distributed Lag Estimators in the Presence of Autocorrcl 
Disturbances. 

The paper presents Monte Carlo results for several estimator, 
a simple geometrically declining lag scheme with an infinite 
The estimators studies include; least squares applies to the 
regressive form of the model, three pass least squares, an instrur 
tal variable technique, a scheme for iterating on a serial correla 
parameter, and Klein’s maximum likelihood technique which c 
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directly with the distributed lag form of the model. It is found that 
the ranking of the estimators depends to some extent on where one 
is in the parameter space and on the serial properties of the distur¬ 
bances. Overall, the iterative technique and Klein’s method out-per- 
form the others. Rev. Econ. b- Stef., Feb. 1968, 50(1) (English). 
Carnegie Institute of Technology 


.Schultz, T. P. Secular Equalization and Cyclical Behavior of In¬ 
come Distribution. 

Economic factors affecting the size distribution of personal in¬ 
come have not been specified in a form that can be empirically 
tested. The secular equalization of personal incomes that has been 
noted by Kuznets in the more developed countries during the 20th 
Century can be measured from time series only when cyclical be¬ 
havior of the distribution of income is correctly specified and statis¬ 
tically separated from secular trend. This paper proposed an aggre¬ 
gate model that incorporates cyclinical factors that are postulated to 
displace the distribution of personal income from its secular or equi¬ 
librium trend. Annual personal income-tax data for the Netherlands 
are used to estimate the model and test the hypotheses implicit in 
the model. 

Initially Netherland’s income data are adjusted to correspond to 
constant proportions of the universe of income recipient units. Ad¬ 
justment of the data from 1914 to 1959 reveals that the tendency for 
income inequality to decrease in Netherlands had been substantially 
understated in earlier studies. Furthermore, a growing proportion of 
the declining relative income inequality in the postwar period is as¬ 
sociated with differences in the age and sex composition of the pop¬ 
ulation. 

The proposed model containing both secular and cyclical vari¬ 
ables is able to account for the major part of time series variation. 
Different cyclical variables are significant in explaining change in 
income concentration among different relative strata of income 
units, consistent with the implications of the conceptual framework. 
'Though the magnitude of the secular trend is reduced by taking ac¬ 
count of cyclical variables, the residual importance of the secular 
trend attests to the validity of Kuznets’ classic observation. The hy¬ 
potheses advanced on the aggregate cyclical determination of in¬ 
come distribution are tentative, but empirical evidence presented 



654 Journal of Economic Abstracts 

suggests that furtlier study of the determinants of the personal 
tribution of income is warranted both in aggregate and in microe 
nomic terms. Rev. Econ. b- Stat, May 1968, 50(2) (English). ' 
RAND Corporation 


Theil, H. and Kosobud, R. How Informative are Con.sumer Buy 
Intentions Surveys? 

The purpose of this article is to show that information theory c< 
c'('pts are useful tools for the evaluation of consumer buying int( 
tions surveys. To attain this goal we present a brief description 
these surveys after which we give an exposition of relevant infom 
tion theory concepts. The remainder of the paper is concerned w 
the application of these concepts to the consumer surveys. 

The surveys which we make use of were carried out by the U 
Bureau of the Census from January 1959 through April 1966, 
sample design of these surveys provided for regularly schcduJ 
reinterviews with about 4,000 households. The reinterview feature 
the surveys enabled us to apply information theory to the questi 
of the predictive value of these data. 

In the prediction of the fraction of the households which will b 
(a car) we may compute an information inaccuracy measure 
I = y log y/x + (1-y) log (l-y)/l-x 
where x and (1-x) are forecasts (prior probabilities) and y a 
fl-y) are realizations (posterior probabihties. We apply this ms 
sure to various prediction methods and obtain estimates of the 
duction in the inaccuracy value obtained with intentions data 
compared, say, to use of the average fraction of purchasers. 

In another application of information theory concepts we apf 
logit analysis to a comparison of intentions surveys with probabil 
surveys, an application which yields the conclusion that both tyj 
of surveys may contribute to a prediction of car purchases. Th 
applications indicate the flexibility of the information theory i 
proach. Rev. Econ b Stat., Feb. 1968, 50(1) (English). Univers 
of Chicago and Wayne State University 

Bailey, W. R. A note on the 1947 Input-output study. Rev. Econ. Stat., F 
1968, pp. 138-40. 

Blake, D. J. Dahm^n’s development block concept. Malayan Econ. Rev., C 
1967, pp. 1-15. 

- Statistical note: deflator for earnings of workman, 1953-1965. Malaj 

Econ. Rev., Oct. 1967, pp. 127-132. 
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Borch, K. Adaptive control processes and their application to economics. Stats. 
Tids., Dec. 1967, pp. 119-35. 

Bretzfelder, R. B. Regional changes in personal income, 1965-67. Surv. 
Curr. Bus., April 1968, pp. 9-28. 

Butlin, N. G. Kaser on England and Wales gross product. Bull. Oxford Univ. 
Inst. Econ. and Stat., Feb. 1968, pp. 67-68. 

Goodman, L. A. An the reconciliation of mathematical theories of population 
growth. Jour. Royal Stat. Soc., 1967, ser. A, 130(4), pp. 541-53. 

Klein, G. E. Selection regression programs. Rev. Econ. Stat., May 1968. 

Kopcow, B. AND Rabinovich, J. Block-angularity in input-output matrices. 
Rev. Econ. Stat., May 1968. 

Landenna, G. Un metodo per il controUo dell’errore di prima specie nell'analisi 
della varisanza. Giom. a. Econ., Nov.-Dec. 1967, pp. 953-fo. 

Mitra, S. Is simulation of Thailand feasible? Econ. Afiairs, Jan.-Feb. 1968, 
pp. 49-60. 

MrvAZAWA, K. Input-output analysis and interrelational income multiplier as a 
matrix. Hitotsubashi Jour. Econ., Feb. 1968, pp. 39-58. 

Mondani, a. Inconsistenza del metodo tradizionale di Schultz per la costruzione 
di una curva statistica di domanda. (With English summary.) Riv. Intemaz. 
di Sci. Econ. e Com., Jan. 1968, pp. 1-18. 

Nagar, a. L. Analysis of prediction errors in forecasting with autoregressive 
models. Indian Econ. Rev., Oct. 1967, pp. 143-54. 

Neuling, W Die Wirtschaftsfuhrung einer mittelbiirgerlichen Familie in den 
Jahren 1949-1965. Jahrb. f. Nationalokon. und Stat, April 1968, pp. 404-67. 

Owen, J. Analysis of variance tests for local trends in the Standard and Poor’s 
Index. Join. Finance, June 1968. 

Paolozzi, G. F,, Ierini, F., Rossi, E. and Bastianini, E. II movimenlo dei 
prezzi in Olanda dal 1595 al 1705. Giom. d. Econ., Sept.-Oct. 1967, pp. 753- 
827. 

Peterson, R. D. and Wyestra, R. A. A provisional input-output study of 
Idaho’s economy. Univ. Wash. Bus. Rev., winter 1968, pp. 11-27. 

ViANixu, S. L’informarione economica e la comparability intemazionale deDe 
statistiche oconomiche. (With English summary.) Mondo Aperto, Feb. 1968, 
pp. 12-42. 

Yost, R. C Tlie capacity concept and economic forecasting. Mississippi Valley 
Jour. Bus. Econ , spring 1968, pp. 16-30. 



Economic Systems; Planning and Refonn; Coopcratic 


Gu-imann, C. The Distribution ProbJem in Centrally Planned Eco 

omy; A Study in Model Theory. 

The problems of functional and personal distribution of the soci 
product under an economic system of completely central plannin 
are analysed with the aid of two models adapted to such a syster 
the analysis being undertaken mainly from the point of view c 
order theory. 

The first of the two models, showing a pure barter economy an 
used for the study of functional distribution, serves to test E. Prei: 
er’s theory that in centrally planned economy with no private owr 
ership of the real factors of production, any part of total returns du 
to those factors goes to labour in the shape of income. It can, how 
ever, be seen that, judging simply from the actually realized distr 
bution of income, part of the return of real factors may indeed g 
to labour, but that complete centralization of planning may just f 
well result in depriving labour of part of its own contribution to th 
social product, doing so in the very interests of centralization. 

Personal distribution under such an economic system may follo' 
various principles, but the question of the efficiency of labour shoul 
always be kept in mind. The planning centre may want to turn pei 
sonal distribution into an instrument for solving the efficiency prol: 
lem, hut it will not be able to go beyond a certain limit in this direr 
tion. 

In the second model, the relation between real and nomint 
distribution is shown by means of an example. It is then demor 
strated how the liberalization of consumption and the introductio 
of money are able to turn personal distribution into a more effectiv 
instrument for solving the efficiency problem. Weltwirtschaft. At 
chiv, March 1968, 100(1), pp. 41-69 (German). University 
Marburg/Lahn 


Halm, G. N. Mises, Lange, Liberman: Allocation and Motivatio 
in the Socialist Economy. 

The present article discusses recent reform proposals by Evsey L 
berman in the light of Ludwig von Mises’ contention that a socialif 
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economy could not work e£Bciently owing to the absence of genuine 
markets and reliable motivations. Oskar Lange suggested price-set- 
ting by the central authorities and rules of behavior for the socialist 
managers that imitate the results of pure and perfect competition, 
but these suggestions remained theoretical. The reform proposals of 
Evsey Liberman and A. N. Kosygin want to remedy grave shortcom¬ 
ings of the Soviet economy: the faulty motivation of the managers 
and the manifest incapacity of the system to cope with the increas¬ 
ing complexities of central planning. Through the managers’ com¬ 
parison of profit rates and profit norms (per ruble of invested capi¬ 
tal) the central authorities are to be freed of the “petty tutelage 
over enterprises.” But this new system of operational planning 
would have to rest on a comprehensive system of correct prices 
while the present Soviet debate has not produced a single sugges¬ 
tion how many millions of correct prices could be set by the authori¬ 
ties in the absence of genuine markets. Weltwirtschajt. Archiv, 
March 1968, 100(1), pp. 19-39 (English). Fletcher School of Law 
and Diplomacy, Tufts University, Medford, Mass. 

FIorvat, B. The Rule of Accumulation in a Planned Economy. 

Suppose a society intends to maximize the rate of growth of con¬ 
sumption. What is the appropriate policy to be followed? It is 
shown that the familiar “Golden Rule of Accumulation” does not 
solve the problem correctly. This rule states that the marginal 
eflBciency of capital be equal to the rate of growth of capital while 
in fact the accumulation should be pushed to the point where mei 
(marginal efficiency of investment) is equal to zero. This is so essen¬ 
tially because in any finite period of time mei = 0 is equivalent to 
mei > 0 in a somewhat longer period. In both cases tecbnital prog¬ 
ress may be as fast as we wish (but must be finite). In any finite 
period of time there is a definite quantity of investment which may 
be productively absorbed by the economy. The limited absorptive 
capacity of an economy is not an assumption but a property of the 
world. 

Thus in an economy with mei ~ 0 the foundations of the neoclas¬ 
sical theory of distribution are thoroughly undermined. The other 
blow comes from the fact that technological progress is not a factor 
of production and yet it generates output which then has to be dis¬ 
tributed among factors of production not responsible for it or re- 
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sponsible in completely different proportions. The most serious 
perhaps the effect tJiat ruins the criteria which the theory of perfe 
competition tries to provide for rational behaviour. The existence 
limited absorptive capacity creates a special kind of external di. 
economy which is an essential part of the system and cannot be a 
sumed away by means of “simplifying assumptions.” As a result tb 
rationality of behaviour of individual producers does not coincid 
with the rational allocation of resources for the society as a whol 
Kyklos, 1968, 21(2), pp. 39-65 (English). Yugoslav Institute of Ecc 
nomic Research, Belgrade 

Talamona, M. On Public Investment Policy as a Basic Tool c 
Planning (Sulla politico degU investimenti pubblici, strument 
fondamentale della ptanificazione). 

The author takes a general approach to the problem of choic 
criteria for public investment policy—which is regarded as a basi 
instrument for a “reasonable and democratic” planning in a “mixed 
economy. 

The problems of investment policy can only be analized by foi 
mulating choice criteria of regional and sectoral allocation of ri 
sources, in order to maximize the value of a politically defined socia 
welfare objective function, subject to budget constraints. 

These criteria, however, can only be applied effectively if all th 
relevant effects, both direct and indirect, of any investment projec 
are previously considered under the (social) costs and (social) ben 
efits profile. In the first part of the article, the author discusses th 
main characteristics of a two-sector (public and private) “mixed 
economy, and defines the Public sector from an economic point o 
view. The second part deals with the system of political prefereno 
and the instruments of planning. The problem of the choice of in 
struments, as a condition for the fulfillment of the objectives, is the 
discussed. The theoretical shortcomings of the approaches leading ti 
an inaccurate application of cost and benefit analysis are pointed ou 
by emphasizing the general interdependence of investment decisior 
The article ends with an outline of the basic problems of the choic 
criteria for allocating resources among public investments, witl 
reference to a model of the economy as a whole. L’lndustria, Jan, 
March 1968, (1), pp. 19-80 (Italian). University of Pavia 
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Thavaraj, M. J. K. External Economies and Investment Pro¬ 
gramme. 

The article develops the rationale behind public investment as the 
necessary dynamic element for the rapid and balanced exploitation 
of the economic potentialities of the developing economies. It re¬ 
views the various concepts of external economies and their relevance 
to the various stratagies of economic development. Based on the ver¬ 
tical and horizontal interdependencies, it recognises the need for si¬ 
multaneous movement in all segments of the economy including ag¬ 
riculture the package of investment programme envisaged is in 
terms of inter-related blocks with suitable determinations of priori¬ 
ties and sequences. From this angle it briefly outlines the difference 
in the scope and pattern of public investment and their impact on 
the economies in the colonial and independent regimes. As such it 
provides an useful framework for evaluating public investment in its 
historical perspective and as part of the current programme of eco¬ 
nomic development. Indian Econ. Jour., July-Sept. 1967, J5(l), pp. 
14-42 (English). New Delhi 

Chabi.es, K. J. Das Kapital after one hundred years. Ecoa. Affairs, Jan.-Feb. 
1968, pp. 7-16, 101-4. 

Datta-Chaudhuhi, M. Rerional specialisation in metallurgical and machine- 
building industries in Inma in the framework of a planning model for opti¬ 
mum use of national resources. Indian Econ. Rev., Oct. 1967, pp. 219-70. 
Feiwel, G. R. Towards a model of Soviet planning. Econ. Internaz., Nov. 
1967, pp. 709-19. 

Hahke, H. Einige politisohe Aspekte des Wirtschafbvergleichs UdSSR-USA. 

Wiss. Zeitschr. Univ. Halle, 1967,16(4-5), pp. 101-14. 

Hsceh, C. Planned rates of employment increase in development plans. Inter- 
nat. Lab. Rev., Jan. 1968, pp. 33-71. 

Levins, R. On m^ng socialism scientific. Sci. & Soc., spring 1968, pp. 129-47. 
Libebman, E. G. The role of profits in the industrial incentive system of the 
U.S.S.R. Intemat. Lab. Rev., Jan. 1968, pp. 1-14. 

Manca, G. Alcune riflessioni sul tema: "Dove va I’cconomia di mcrcato?” 

Riv. i Pol. Econ., March 1968, pp. 321-32. 

Marczewsd, j. Le idle des prix dans un systdme planifid. Econ. Appliqude, 
1967, 20(3), pp. 319-45. 

Mousse, N. Het investeringsprobleem in de Sovjet-Unie. (The investment 
problem in the USSR. With English summary.) Tijdschrift v. Econ., 1967, 
12(4), pp. 379-408. 

Ramanujam, M. S. a programming approach to manpower planning. Indian 
Econ. Rev., Oct. 1967, pp, 199-218. 

Sahni, B. S. Sophistry, strategy and suspensory in planning economic develop¬ 
ment. So. Afr. Jour. Econ., March 1968, pp. 45-57. 

SoBEK. O. Die Stellung des Betriebs im neuen Leitungssystem in der Volks- 
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wirlichaft cler CSSR. Jahrb. f. Nationalokon. und Stat., March 1968, pp. 
358-69. 

Tanori, S. S. Economic system:, and economic efficiency. Asian Econ. Rev. 
Nov. 1067, pp. 18-29. 

Tayi-oh, B. The NEDC after six years. Westminster Bank Rev., Feb. 1968. 
pp. 2-19, 

Verma, P. K. Comparative economic systems of India, Pakistan and China. 

Econ Affairs, Jan.-Feb. 1968, pp. 61-71. 

Zeiiot, C. a. Fifty years of the October Revolution: effects of economic 
reforms on Communist systems. Rev Soc. Econ., March 1968, pp. 54-67. 



Business Fluctuations 

Bairoch, P. The Tertiary Sector and the Attenuation of Economic 

Fluctuations. 

The paper attempts to advance preliminary elements of proof for 
the thesis that the strong expansion of employment in the tertiary 
sector is primarily responsible for the attenuation of economic fluc¬ 
tuations in the developed economies during the last twenty years. It 
should, however, be noted that the author does not deny the impor¬ 
tance of more conventional factors usually invoked to explain this 
new behavior of economic trends. 

Part A of the study contains a statistical analysis of business fluc¬ 
tuations and a short survey of the past, present and future relative 
importance of labour employed in the tertiary sector. The recent sta¬ 
bilization of economic trends is demonstrated notably by comparing 
the evolution of GNP of the United States, France, Sweden and the 
United Kingdom during twenty-year periods (1875-1894; 1895-1914; 
1919-1939; 1946-1965). 

In part B, the author points out that the attenuating effect of a 
relatively large service industry on business cycles is due to the fact 
that employment and incomes show greater stability in this sector 
than in agriculture and industry. After briefly exposing its structural 
causes, the existance of greater stability in the tertiary sector is dem¬ 
onstrated in a series of tables comparing yearly and monthly fluctua¬ 
tions (and their variance) of incomes in various branches of the 
economy. This analysis is carried out mainly on the basis of United 
States statistics, but is also verified for a large group of selected de¬ 
veloped countries. 

The absence of relatively strong fluctuations of incomes earned in 
the tertiary sector (which already absorbs a major part of the labour 
force in Ae more developed countries) tends to stabilize the na¬ 
tional consumption curve, thus leading to a greater stability of the 
economy as a whole. In the future, the increasing share of labour 
employed in the service industries and the growing importance of 
transfer payments should cause a further attenuation of economic 
fluctuations. Rev. (TEcon. Pol., Jan.-Feb. 1968, 78(1), pp. 37-49 
(French). 
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Galpeb, H. and Gramuch, E. A Technique for Forecasting D 

fense Expenditures. 

This study attempts to develop a means of predicting quarter! 
defense spending (NIA basis). Two components of defense spend 
ing are treated separately—purchases of goods and compensation o 
employees. Military prime contract awards are used to predict th 
former and military personnel obhgations the latter. Both of the! 
leading series are published .sufficiently in advance of actual expen 
ditures to allow quarterly forecasting if the lags are reasonably long 
as they are found to be. 

The award-expenditure lag for purchases of defense goods is esti 
mated by the Almon technique. This lag is allowed to vary in re 
sponsc to supply bottlenecks, demand urgency, and the mix betwee: 
short- and long-lag military items, all of which have an importan 
effect on the timing of expenditures. A much simpler equation usini 
military personnel obligations explains employee compensation. 

The equations were used to predict quarterly defense spending fc 
1966—a difficult year for such an exercise and one that was inter 
tionally omitted from the regression sample. Tlie predictions wer 
quite successful. Ex post forecasts using actual values of personne 
obligations and contract awards missed annual spending total by jui 
$.5 billion, with similar .small errors in each quarter. Ex ante forecast, 
which might have been made at the start of the year under variou 
assumptions for the leading series, missed by slightly more than thi; 
but even the worst set erred by only $1.1 billion and was quite accu 
rate for two quarters ahead. 

The award-expenditime equation for purchases of goods also per 
mits estimation of a time series of private inventory investment at 
tributable to defense goods-in-process. The series shows that in peri 
ods of rapid change of contract awards, such as after the Koreai 
War and during the Vietnam buildup, inventory investment due t 
defense goods-in-process was as large as plus or minus $5 biUior 
Rev. Econ. ir Stat., May 1968, 50(2) (English). Board of Governor 
of the Federal Reserve System, Washington, DC 

IwEMA, R. Trade Cycles, Structure and Economic Growth (Cor 

junctuuT, structuuT en economische groei). 

In cross section analyses of economic growth, based on the Cobb 
Douglas production function, only a minor part of the difference 
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between the growth rates of the countries is explained by changes in 
the volumes of labour and capital input, In this article an effort has 
been made to reduce the unexplained residuals with the help of a 
simple growth model, containing four new elements as compared 
with the traditional analyses, based on the application of the Cobb- 
Douglas production function only. 

First, to the concept of investment has been added a qualitative 
dimension, which represents its more or less traditional or “progres¬ 
sive” character, with which is meant the extent to which the latest 
technological findings have been applied in it. Second, the change in 
volume and quality of capital input has been considered as an endo¬ 
genous variable. Tliird, the fluctuation in economic growth has been 
introduced, via the investment, as an explaining variable of the pace 
of economic growth. The underlying philosophy is that the entrepre¬ 
neurs base dieir quantitative and qualitative investment decisions on 
the pace of economic growth, connected by the extent to which they 
fear set-backs in that growth. This fear is assumed to be founded on 
their past experience in this respect, as represented by a fluctuation- 
index. Finally, the sectorial structure of the economy has been intro¬ 
duced into the aggregate production function as an explaining vari¬ 
able of the autonomous trend of gross national product. 

The model has been tested in a cross section analysis for 17 West¬ 
ern European and North American countries, with the least squares 
method. The result was very satisfactory. De Economist, March-Apr. 
1968,IJ6(2), pp. 169-97(Dutch). Nederlandsch Economisch Instituut, 
Rotterdam. 

Kai,ecki, M. Trend and Business Cycles Reconsidered. 

The author makes an attempt to obtain a theory of trend cum 
business cycle phenomenon by an adequate formulation of two 
relations; one based on the impact of effective demand generated 
by investment on profits and the national income; and the other 
.showing the determination of investment decisions (which ap¬ 
proach is usually applied in the discussion of the business cycle 
only). 

The major part of the paper is devoted to a somewhat novel 
theory of the second relation which the author considers the cen¬ 
tral pi^ce de resistance of economics. An important r61e in the 
argument plays the analysis of the influence of technical progress 
upon investment decisions. 
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C)n the basis of the two relations the author is able to construct 
the equations of dynamics of investment, profits and the national 
income and to split them into the business cycle and the trend 
components. 

In the light of the results arrived at there are discussed subse- 
tpienlly the problems of capital accumtilation and of the long-run 
degree at utilisation of equipment. It is shown i.a. that the latter 
(on assumptions considered plausible by the author) may be far 
from full in a hisscr faire economy. Econ. Jour., June 1968, English. 


QurvET, E. Economic Forecast and Physical Measurement. 

Economic forecasts can be compared with physical measurements 
both are estimates of measurable phenomenons. Yet, in physics, the 
measurement is determined by the measured phenomenon save for a 
stochastic error. But, economic forecasts are different; they are not 
determined by realizations (which are posterior), and the converse 
is rare. 

Then, what relation exists between forecasts and realizations? To 
build forecasts, the operator is led to list the roots of the ulterior 
reality; by doing so, he will presumably forget some factors, or add 
some others playing no part; finally, prediction and realization par¬ 
tially cover each other, having, a common core C, so that: 

(p = aC + b + u 
(r = C 4- V 

u, v: unbiased areas 

a, b; accounting for systematic prevision bias. 

How to estimate the coefiBcients, and test their significance and 
the whole significance of the model? Different statistical methods 
are proposed, and the corresponding computations made from ex¬ 
perimental prediction-realization time-series by the author lead to 
the following conclusions: (1) Nor 6,,, nor 6, are zero: a simple lin¬ 
ear least square regression is insufiScient to traduce the relation be¬ 
tween forecasts and realizations. (2) a and b are somewhat different 
from the values to which least square estimations lead: it is well 
known that, through least square regressions, coeflBcient “a” is neatly 
less than unity, and “b” largely positive. With the proposed model, b 
is generally close to zero, and a close to unity: those results are 
much more satisfactory. 

The proposed model is only a frame for forecast analysis. But its 
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logical appeal and statistical evidence induce one to think that it is 
somewhat general. As a first conclusion, it shows that systematic pre¬ 
vision bias seems inadequately traduced, and exaggerated, by 
regression analysis, and that prevision errors are of a more intricate 
kind than could have been though a priori. Rev. d£con. Pol., 1967, 
77(6), French. 


Rusxow, H.-J. Guidelines for the Wages Policy of a Concerted 

Action (Orientierungsdaten fiir die Lohnpolitik im Rahmen einer 

konzertierten Aktion). 

The stabilization of prices presupposes the correct control of “hor¬ 
izontal” economic growth, i.e. the adjustment of growth of the num¬ 
ber of jobs available to growth of the labour force, by the use of 
monetary and fiscal policies. When there is excess demand for la¬ 
bour, wages rise and cause inflation; wage guidelines are useless in 
such a situation. 

Even when supply and demand on the labour market are more or 
less in equilibrium there is still no guarantee that wage bargains will 
be noninflationary. Other things being equal, prices of consumer 
goods rise and fall proportionate to changes in wages; therefore real 
wages and profit margins depend on nominal wage rates. Wage bar¬ 
gaining should therefore be controlled to achieve price stability. 

A commission should research and propose guidelines for incomes 
policy. This commission would include representatives of both sides 
of industry, government, the central bank and the academic w'orld. 
The wage rate compatible with price stability depends on overall 
productivity, the savings ratio, income tax burdens and other deduc¬ 
tions, the target investment ratio, state consumption, and the bal¬ 
ance of foreign trade. All these factors are highly variable, so pro¬ 
ductivity alone is not sufficient to determine the wage rate compati¬ 
ble with price stability. 

In detail, regional wage differentials are necessary to assure mo¬ 
bility of labour; i.e. to ensure the supply of labour where it is most 
advantageous to overall productivity. Therefore, the regulated wage 
levels must be flexible enough to allow for variations and adjustment 
of wages within separate tariff groups. Such a combination is 
achieved when payments above or below the regulated tariff are 
made according to the drift of actual wages from the last agreed tar¬ 
iff. It can be safely assumed that the olxserved wage drift is an indi- 
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cafor of the pressure of demand for a particular type of labour, h 
practice, actual wages develop parallel to tariff wages, when the la- 
hour market is more or less in equilibrium; a sustained divergence of 
the tx^o can only be observed xo long periods of excess demand for 
labour This means tliat tlie regulation of tariff wages would also be 
an effective way of controlling actual wages. 

In the incomes system envisaged here, growth of wages is not only 
to be price-neutral, but actively to assist in stabilizing prices. Such a 
wages pohey would be accepted by wage earners, because nominal 
wages no longer determine real wages in a highly industrialized 
country where the main consumers are also wage earners. The other 
factors which affect the total allocation to private consumption ei¬ 
ther depend on the market or are the result of democratic decisions. 
Besides this, it is only possible for an individual country to stabilize 
prices approximately. International flows of capital and money allow 
certain scope for international deviations in price developments. 

'fhe statistical tables and a graph of wage growth in West Ger¬ 
many since 1950 are given to verify the assumptions made and to 
support the hypotheses put forward in the text. Konjunkturpol, 
1967,13(4), pp. 259-82 (German). University, Erlangen 


Rutman, G. L. The Transkei: An Experiment In Economic Sepa¬ 
ration. 

The purpose of this paper is to examine some economic aspects of 
the South African government’s separate development policy. This 
policy calls for the political and geographical separation of the 
races. The Nationalist government has established a program to de¬ 
velop those areas, specifically set aside for African settlement, in 
order to reduce the flow of African migrants to European centers. At 
the present time, the African is a permanent wage earner in Euro¬ 
pean areas even though he maintains his family in these native 
areas. He migrates on a temporary basis to European centers, re¬ 
turning home periodically. His family in the meantime uses his 
tribal land, which is held under native law and cannot be sold, to 
grow crops for subsistence. 

Given the arable land available per family in the Transkei, the 
capital stock, and the state of the arts, full time farming will result 
in a 50 to 60 per cent reduction in income to the African under the 
existing plans. With no population reduction, family fanning plus 
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migration by the adult male is two to three times more profitable 
than full time farming. The Tomlinson Commission recommended 
the establishment of a target income by reducing population in the 
Transkei. It is indicated herein that such a policy will result in ad¬ 
ministrative complications because in European areas wage rates are 
rising faster than income from fanning can possibly rise in the 
immediate future. One solution indicated is individual forms of ten¬ 
ure. South African Jour. Econ., March 1968, 36(1), pp. 24-31 (En¬ 
glish). West Virginia University, Morgantown 


ViNCENS, J. AND D’lnmAHNE, A. Outline of an employment fore¬ 
casting control system. 

Forecasting predicates diversified data which needs to be set out 
in a way suited to the analysis envisaged. 

The best approach would be to set up a control system. The arti¬ 
cle looks into how data concerning plans to create jobs or concern¬ 
ing employment advertisements could be classified and then gives 
an example relating to a region in France. 

Tables keep an account of plans to create establishments and of 
major extension schemes and they make it possible to follow the car¬ 
rying through of these projects (the numbers involved being in¬ 
cluded in the project). An analysis of the results of this practical 
study showed tliat a major fraction of future job opportunities can 
thus be predicted. 

An analysis of the growth in industrial employment in the “Midi 
Pyrenees” region uses a simplified accounting frame which makes a 
distinction between: (a) large scale establishments, few in number 
and where developments are dependent, as a result, on contingen¬ 
cies; and (b) small and medium-sized e.stablishments, when* devel¬ 
opments follow a more regular pattern and can be more easily pre¬ 
dicted. 

In conclusion the authors, show how this technique could be used 
to cover other aspects of employment forecasting. Rev. Econ., Jan. 
1968,19(1) French. 

Lachmann, L. M. Causes and consequences of the inflation of our time. So. 

Afr. Jour. Econ., Dec. 1967, pp. 281-93. 

Paish, F. W. How the economy works. Lloyds Bank Rev., April 1968, pp. 1-30. 
Rhombebc, R. R. Transmission of business fluctuations from developed to 

developing countries. Intemat. Mon. Fund Staff Papers, March 1968, pp. 

1-29. 
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Samuels. L. II. Control of inflation. So. Afr. Jour. Econ., Dec. 1967, pp. 341- 

Sc^vFTGER, I The business outlook for 1968-1968 forecast of aoss national 
product, consumer spending, saving, and housing. Jour. Bus. Univ. Chicago, 

Ian. 1968, pp. 5-9. , . . i • j- » ■ i 

Spikceh M. H. Scoring system for business cycle indicators; a review article. 

lour. Bus. Univ. Chicago, Jan. 1968, pp. 68-70. 

CnLrrr B W The business outlook for 1968-hgbly expansionary economic 
Sphink^, . . inflation. Jour. Bus. Univ. Chicago, Jan. 1968, pp. 1-4. 

Je croissance po.ssihIe en Belgique? Gainers Econ. de Bnixelles, 1968, 3/(1), 
pp. 5 - 12 . 



Money, Credit and Banking; Monetary Policy; 
Consumer Finance; Mortgage Credit 

Christian, J. W. A Further Analysis of tlie Objectives of American 

Monetary Policy. 

The determination of the indicators upon which the monetary au¬ 
thority bases its policy decisions and dieir relative importance is a 
nagging problem for monetary economists. Recently, several econo¬ 
metric models have been constructed for the purpose of identifying 
these objectives. This paper subjects the linear model proposed by 
Dewald and Johnson to additional testing using the technique of 
moving regression. This approach led to several interesting conclu¬ 
sions. In terms of temporal consistency, the linear approximation ap¬ 
peared to be appropriate only for the economic growth objective 
and for a variable which combined both the employment and 
growth objectives. The price stability objective was found to be a 
highly significant determinant of policy actions during inflationary 
periods, but the linear approximation appeared to be inappropriate. 
The most consistent results over the 1952-66 period were obtained 
with free reserves and the short-term bill rate as pohcy indicators; 
the money supply gave good results only up to about 19^. Although 
the temporally inconsistent behavior of the response to the price sta¬ 
bility objective may only reflect nonlinearity, it was suggested that a 
lexicographic ordering of objectives, at least within broad ranges, 
rather than a system of relative weights and tradeoffs, might be a 
more accurate way of viewing the policy-formulating framework. It 
was also found, again in terms of temporal consistency, that the dis¬ 
tributed lag formulation was inappropriate for the hnear model. 
Furthermore, the moving regression technique proved to be decid¬ 
edly superior to the single-period regression in obtaining informa¬ 
tion about the behavior of the monetary authority. Jour. Finance, 
June 1968, 23(3) English. Iowa State University, USA 


Christv, G. a. Real and Monetary Forces in Interest Rate Deter¬ 
mination. 

This article analyzes the world-wide rise in interest rates. It finds 
real factors responsible, not monetary ones. In general, says the au- 
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thor, a central bank’s command of interest rates is short-run; money 
supply changes work tlieir effect within the on-going business cycle; 
even here, real forces constrain their influence. Over successive cy¬ 
cles, real forces are dominant; an era tends towards economic 
growth or “digestion,” and this tendency determines the secular 
trend of interest. Since 1946 real forces have united to push interest 
rates almost steadily upward: backlogged demands from World War 
II and tlie depressed thirties, population growth, new products and 
inventions, world trade revival, and the wastes of cold war. Indeed, 
real forces have dominated every “long cycle” in interest rates since 
1750. Money’s role has been subordinate. 

Two oft-neglected principles of classical economic analysis show 
why: the underlying presence of a natural rate of interest, and 
Wicksell’s cumulative process. If an economy recurrently “bumps its 
head against the full employment ceiling,” no manipulation of 
money supply can keep the market rate of interest permanently 
below the natural one; monetary expansion will not reduce interest 
rales, but simply raise prices; inflationary expectations may drive the 
market rate above the natural rate as lenders act to protect the real 
value of their loans. Over long eras, interest-rate and price-level 
trends have moved hand in hand. 

The dynamic outlook for U. S. economic growtli in coming de¬ 
cades suggests that interest rates above 1966’s “crisis” levels loom 
ahead. Inflationary tendencies strengthen this forecast. Southtvestern 
Soc. Sci. Quart., March 1968, 48(4) pp. 602-12 (English). North 
Texas State University 


Davies, G. The Regional Significance of I.C.F.C. 

Quantitative estimates of regional economic progress are ex¬ 
tremely diflBcult to make with an acceptable degree of accuracy, 
largely because of the paucity of regional statistics, recently authori¬ 
tatively exposed by the Fourth Report from the Estimates Commit¬ 
tee, Session 1966-67. Institutional figures which may complement the 
more macro-economic regional statistics are therefore all the more 
necessary and welcome. The writer has had access to the detailed 
regional and local figures of the Industrial and Commercial Finance 
Corporation, the most important of the key institutions specialising 
in the investment growth of small and medium firms. This article 
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presents, as a result of this information, an attempt to link certain 
micro- and macro-economic elements of regional progress in a quan¬ 
titative as well as a qualitative fashion. The dominance of the Lon¬ 
don and Midland Regions and the difficulties of Northern England, 
Wales and the South West are illustrated and analysed, and related 
to the regional diversification of industry and regional location quo¬ 
tients. Finally the question is raised concerning the extent to which 
I.C.F.C. could be expected to increase its activities in the more diffi¬ 
cult regions, and the general conclusion is arrived at that the Corpo¬ 
ration’s activities in southern Britain are complementary to, and not 
exclusively competitive with, those of the north and west. Jour. 
Indus. Econ., Apr. 1968, J6(2), pp. 126-146 (English). The Welsh 
Office, Cathays Park, CardifiF, South Wales 


Eizenga, W. The Liquid Assets Character of Saving Balances, (Het 

Uquiditeitskardkter van spaartegoeden). 

Before 1964, the Netherlands Bank did not count savings balances 
at money-creating banks and savings banks as secondary liquid as¬ 
sets or "secondary liquidity” (that is, near-money). Secondary liquid 
assets comprise claims on the public authorities and money-creating 
institutions, so far as they are held by other than money-creating in¬ 
stitutions, which can be converted in large amounts into money at 
relatively short term without much expense or great loss on the 
transaction, or which can be used at their par value to make pay¬ 
ments in satisfaction of current tax assessments. 

However, towards the end of the 1950s it became apparent from 
the rising value of the velocity of circulation of saving balances at 
financial institutions that these assets were acquiring increased sig¬ 
nificance for current payments. In 1964, this phenomenon induced 
the Netherlands Bank to count a certain part of the savings balances 
—indicated as “liquid” savings balances—as secondary hquidity, 
whereas the remaining part (“true” savings balances) was not. The 
Bank did so for better being able to impute the responsibility for 
monetary disturbances to the various sectors of the economy. 

Savings balances acquiring increased significance for current pay¬ 
ments is a result of increased competition among financial institu¬ 
tions for the savings of the households sector. This increased compe¬ 
tition is due to the fact that the households feel the need of more 



672 Journal of Economic Abstracts 

services rendered by the financial institutions as their incomes rise. 
Nowadays those financial institutions whose balance sheets do not 
comprise an item “Current Accounts” permit households to use their 
savings balances for making current payments. On the other hand, 
there is a tendency towards creating new types of accounts that 
serve as current accounts for the households in particular. If this 
tendency is followed up, the liquid assets character of savings bal¬ 
ances will grow weaker, De Economist, Jan.-Feb, 1968, iJ6(l), pp. 
17-42 (Dutch). Nederlandse Economische Hogeschool, Rotterdam 


Klant, J. J. Liquid and Invested Cash Balances (Kasgeld en 

kashelegging). 

A restrictive monetary policy in the Netherlands is virtually a pol¬ 
icy to adapt the pace of domestic inflation to the pace of inflation 
abroad. This aim is pursued by limiting the growth of transactions 
balances in case of a balance of payments deficit. Although in .such 
circumstancc-s the government used to take recourse to inflationary 
financing, credit rationing and die rise of interest rates cause invest¬ 
ment e.'tpenditures to slow down. 

Transactions balances are, contrary to what Keynes assumed, not 
completely held in the form of money. Slow components are in¬ 
vested in short term claims, mainly time and savings deposits. In the 
recent period of credit restriction in the Netherlands short term 
lending between enterprises has also grown considerably. 

The present tightness of liquidity in the Netherlands caused the 
banks to extend the assortment of various kinds of deposits that can 
be held by their customers. Competition between all the financial in¬ 
termediaries sharpened considerably. The commercial banks were 
successful in penetrating the market for savings deposits but they are 
lagging behind the giro-services and the circulation bank as far as 
the increase of their demand deposits is concerned. 

It is not correct, as Albert Hahn did, to consider commercial 
banks as pure money creating institutions. The amount of their de¬ 
posits of various nahue depends upon how households and firms 
choose to distribute their financial assets and to what extent the 
banks, in competition witli the other financial intermediaries, can 
satisfy their wishes. De Economist, Jan.-Feb, 1968, 116(1), pp. 43-61 
(Dutch). University of Amsterdam 
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Konig, H. Demand Function, Short-Run and Long-Run Function 
and the Distributed Log. (Einkommenskreislaufgeschwindigkeit 
des Geldes und Zinssatzverdnderungens Eine okonometrische 
Studie iiber die Geldnachfrage in der Bundesrepublik Deutsch¬ 
land). 

Part I of this study deals with the Latane-type of a function for 
money demand. Two definitions of money stock have been used: 
(1) currency (excluding vault cash) plus private demand deposits 
and (2) currency plus private demand deposits plus private time 
deposits. Arguments of the demand function are gross national prod¬ 
uct in current prices and four types of interest rates—the rate for call 
money as an indicator for the short-term rate, the average yields of 
11 bonds, of mortgage bonds outstanding and of newly issued bonds. 
All variables are quarterly data for the Federal Republic includ¬ 
ing West Berlin. The calculations show the expected sign for the in¬ 
terest rates and no significant difference of the income elasticity 
from unity. Variations in the interest rate contribute only about 60 

р. c. to the variations of income velocity during this period. The in¬ 
fusion of time deposits improves correlations not significantly and 
noncy demand between —0,03 and —0,05 and a long-run elasticity of 
cities. 

In Part II a distinction between short-run and long-run behavior 
n money demand was made. Starting with the assumption that port- 
:olio behavior of the economic units leads to an optimal stock for 
given values of income and of the interest rate the introduction of a 
■eaction function results in a Kotjek-type distributed lag for both ar¬ 
guments. The calculations produce short-run interest elasticities of 
money demand between —0,03 and —0,05 and a long-run elasticity of 
about —0,25. The long-run income elasticity is not significantly differ¬ 
ent from unity. For the broader definition of the money stock the 
nterest elasticities are not statistically different from zero on the 5 

с. c. level. Separate calculations for time deposits show that the sub- 
titution effect between demand and time deposits due to changes in 
interest rates is greater than the substitution effect between time de¬ 
posits and other liquid assets so that, consequently, the inclusion of 
ame deposits in the stock of money seems to be not very reasonable 
or studying the short-run behavior of money demand. 

In Part III a general distributed lag function for money demand is 
discussed assuming that the weights can be suitably approximated 
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by a polynomia of higher degree. Using the Aimon-technique the 
“best" fit is given by a distributed lag of four periods for gross na¬ 
tional product and five periods for the long-term interest rate result¬ 
ing in a long-run income elasticity of about unity and a interest elas¬ 
ticity of about —0,20. At the end of the paper some problems of esti¬ 
mation related with the use of least square methods, especially the 
simultaneous equation bias and the problem of identification, are 
discussed. Zeitschrift f. ges StaatsuAss., 1968, 124(1). Universitat 
Mannheim 


LrajONiixjFvuD, A. Keynes and the Effectiveness of Monetary Policy. 

Tlie orthodox “Keynesian” case against reliance on monetary pol¬ 
icy assumed that expenditures are highly interest-inelastic. At no 
time did Keynes himself subscribe to this hypothesis. His case was 
much less sweeping; in certain situations, a Central Bank bound by 
convention to operate only in short-term instruments might not be 
able to reduce long rates far enough and rapidly enough. 

Keynes diagnosed deflationar)' disequilibria as due to asset-prices 
lower than those entering into a hypothetical equilibrium vector. 
The problem may he (a) an inappropriately high market rate, or 
(b) unduly pes.simistic entrepreneurial expectations. In cither case, 
the Treatise urged a monetary policy to force market rates down so 
as to raise the demand-price for fixed capital to the level yielding a 
full employment rate of investment. 

In a situation where entrepreneurial expectations have been ad¬ 
versely affected by falling money incomes, whereas market rate has 
already reached the “right” level, the case for a massive assault on 
bond yields is not strong. Such a policy would imply losses for the 
Central Bank and for speculators content to go along with the Bank. 
This learning-experience should make the Bank’s task harder the 
next time around. The alternative is to “correct” entrepreneurial de¬ 
mand-forecasts through direct government spending. By falsifying 
the forecasts, a rise of asset-prices should be obtained at the going 
market rate. Further reflection on case (b) may have contributed to 
Keynes' later preference for fiscal "pump-priming” over the “mone¬ 
tary policy 4 outrance” favored in the Treatise. 

Monetary policy is not rendered “unimportant” by the finding that 
there are situations to the correction of which fiscal measures are 
better suited. Within Keynes’ theoretical framework, it remains as 
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tal as ever that market rates be held continuously in the near 
3ighborhood of an appropriately defined “natural” rate. Western 
con. Jour., March 1968, 6(2), pp. 97-111 (English). University of 
alifomia. Los Angeles, USA 


ERNER, A. P. Tlie Economist’s Can Opener. 

This paper criticizes Professor Milton Friedman's 1967 Presiden- 
il address to the American Economic Association, charging him 
ith assuming a degree of flexibility of prices and wages that is ap- 
opriate only to “true inflation” and “true deflation.” These are con- 
tions where excess demand or deficiency of demand are extreme 
rough and have lasted long enough to have swept away all the re- 
stances that keep wages and prices from reaching supply-equals- 
rmand equilibrium—namely where effective demand is cither above 
below the range in which wages and prices are “sticky” or move 
rerversely.” The assumed flexibility amounts to seeing only the two 
lils of the full spectrum of possible levels of effective demand, leav- 
ig out of consideration that middle range which was uncovered by 
le Keynesian Revolution and in which we find ourselves almost all 
1 the time. Western Econ. Jour., March 1968, 6(2), pp. 94-96 (En- 
lish). University of California, Berkeley, USA 

EViiARi, D. AND Patinkin, D. The Role of Money in a Simple 
Ciowth Model. 

A theory of money must assume that money balances appear ci- 
ler in the utility function of individuals and/or in the production 
inction of firms. The first of these approaches implies that dispos- 
ble income includes the imputed value of the liquidity services of 
loney balances. This definition—as well as the assumption of a vari- 
ble savings ratio—is used to modify the Tobin analysis of monetary 
ictors in a Solow growth model. The effect of an increase in the 
ite of inflation on the steady-state capital/labor ratio is analyzed in 
irms of an “overall savings effect” (which can be positive or nega- 
ve) and a “portfolio composition effect’ (which is positive, since 
1 increased rate of inflation means a lower rate of return on money 
alances, as compared with physical capital). Thus the total effect is 
[determinate. It is then shown that because of its influence on the 
aldings of real balances, the rate of inflation that maximizes 
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steady-state utility is not generally the one that satisfies the ordinary 
Golden Rule. 

The alternative approach—placing money in the production func¬ 
tion—is then analyzed. It is shown that even in the case of a constant 
savrings ratio, the efiFects of a change in the rate of inflation on the 
stt, dy-state capital/labor ratio are indeterminate. It is also shown 
thi. .^ otimum balanced growth is achieved by keeping the quantity 
of . ,iy constant, and that this generates a capital/labor ratio 
whic* f p be interpreted in terms of a modified Golden Rule. 

Tlic paper concludes with some comments on a pure inside-money 
economy, indicating that money is then neutral even in the sense 
that changes in its rate of expansion do not affect the capital/labor 
ratio. Am. Econ. Rev., Sept. 1968, 58(4) English. Hebrew University 
of Jenisalem 


Sabgknt, T. J. Interest Rates in the Nineteen-Fifties. 

The paper presents the results of a cross-spectral analysis of inter¬ 
est rates on three month Treasury bills, one, two, three, four, five, 
ten, and twenty year U.S. Government bonds, commercial paper, 
and Moody’s Aaa’s and Baa’s for the period January 1951-December 
1960. Coherence, phase, and gain statistics are reported. They indi¬ 
cate that, despite wide differences in amplitude, interest rates on a 
variety of money and capital market instruments were highly asso¬ 
ciated during the period examined. The closer the instruments were 
with re.spect to maturity and quality, the higher was the association. 
The timing of the relationships at the various frequencies was such 
that the government long rates led all other rates, the lead generally 
increasing with shortening of the maturity and deterioration of qual¬ 
ity. Rev. Econ. ir Stat., May 1968, 50(2) (English). Camegie-Mel- 
lon University 


Smith, P. E. Probabilistic Demand for Cash Balances and (s,S) 
Inventory Policies. 

This paper first shows that no rational investor will ever hold cur¬ 
rency or demand deposits in an optimal asset portfoh’o inasmuch as 
alternative assets, e.g. time deposits, exist which are as riskfree as 
cash but have the advantage of possessing a positive return. Hence, 
in order to demonstrate that monetary policy operates through 
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changes in the interest rate, it is necessary to show that the quantity 
of cash demanded for transactions purposes is elastic with respect to 
the rate of interest. After a brief review of the Baumol-Tobin inven¬ 
tory theoretical approach to the problem via the lot-size formula, 
then probabilistic considerations are added by assuming tha the 
expected level of required expenditures are subject to uncer inty 
and utilizing the (S.s) dynamic inventory control model. cost 
function which includes the shortage, ordering, and holdin- cs as¬ 
sociated with holding cash instead an optimal security mil jiinim- 
ized where the holding cost is an opportunity cost variable, e.g. the 
income given up by not holding earning assets. It is found, as ex¬ 
pected, that the quantity demanded of transactions balances is in¬ 
versely related to the rate of return on earning assets. Whether it is 
positively or negatively related to the required expenditures de¬ 
pends upon whether shortage costs are larger or smaller, respec¬ 
tively, than are holding costs. If this result is tied to the precaution¬ 
ary motive for holding cash balances, the quantity demanded of pre¬ 
cautionary balances may be negative. Weltwirtschaft. Archiv, March 
1968, 100(1), pp. 72-83 (English). Michigan State University, East 
Lansing 

Barber, W, F. and Wotruba, T. R. An analysis of consumer market segmen¬ 
tation among financial institutions. Mississippi Valley Jour. Bus. Econ., 
spring 1968, pp. 31-43. 

Bernard, L. D. Hauts taux d’int^rfit: explication et perspectives. Recherches 
Econ. de Louvain, Dec. 1967, pp. 533-56. 

Betz, G. W. A note on the money supply in Singapore, 1957-1966. Malayan 
Econ. Rev., Oct. 1967, pp. 116-21. 

Bond, D. E. Tlie cfTocts of a change in the ceiling rates on deposits at com¬ 
mercial banks. Yale Econ. Essays, fall 1967, pp. 139-97. 

Bonnet, J.-M. Etude des taux d’int^r^t en Franee de 1959 a 1964; le coul 
du credit. Rev. Econ., Jan. 1968, pp. 86-129. 

Bose, A. The Bierwag and Grove model of the term structure of interest rates; 

an alternative British test. Rev. Econ. Stat, Feb. 1968, pp. 123-25. 
Claassen, E. M. Le multiplicateur de la creation de la monnaie. Part 1. Eton. 
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Aronson, J. R. The Idle Cash Balances of State and Local Govern¬ 
ments: An Economic Problem of National Concern. 

In 1961 and again in 1965 the Advisory Commission on Intergov¬ 
ernmental Relations focused attention on the idle cash balances of 
State and local governments. The Commission reckoned the aggre¬ 
gate loss (in terms of interest earnings foregone) at $50-100 million 
per year. 

This article presents a new estimate of interest earnings forgone 
by State and local governments. Potential interest lost is obtained by 
multiplying estimated excess cash balances of State and local gov¬ 
ernments by the going interest rate on non-risk short term funds. Ex¬ 
cess cash balances are calculated by subtracting theoretically deter¬ 
mined optimal cash balances from estimated actual cash balances. 
The model by which optimal balances are determined is the inven¬ 
tory approach model developed by Baumol and others. This ap¬ 
proach provides one e.stimate of exce.ss balances. Another, and more 
conservative, estimate of excess balances is also used. This estimate 
is derived by subtracting a one week cash balance (i.e., an average 
cash balance equivalent to an average week’s expenditures) from 
actual average cash balances. 

These two estimates provide the limits between which average ex¬ 
cess balances probably lie. The results of the study show that aver¬ 
age excess balances of State and local governments, lor 1962, 
amount to $8.2 to $9.3 billion and interest earning forgone amount 
to $328-$370 million. These estimates of lost revenue are more than 
three times the annual loss calculated by the ACIR. Jour. Finance, 
June 1968, 23(3) English. Lehigh University, USA 


Bristow, J. A. Taxation and Income Stabilisation. 

This article attempts to assess the effects on cychcal variations in 
the rate of income growth in the United Kingdom in the period 
1955-64 of one component on stabilisation policy—tax changes. The 
first stage was to construct a quantitative model of the quarterly ef¬ 
fects of various types of tax change. The basis of this was the esti¬ 
mates of Hopkin and Godley in the National Institute Economic Re- 
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view. May 1965. Their model was amended and developed in a 
number of ways. 

The second stage was to use this model as the basis of two experi- 
cnents. Firstly, the effects of all tax changes 1955-64 were estimated, 
and these effects were deducted from the actual out-turn (quar¬ 
terly) of four variables—GDP, total expenditure, consumption ana 
gross investment. This gave an estimate of what might have hap¬ 
pened if no tax changes had taken place during the period. The re¬ 
sult was fluctuations slightly larger than in the original data, thus 
suggesting that the tax changes did have some stabilising influence. 
The second expenment was to assess the effects of advancing all tax 
changes by one year. The result was increased stability, thus provid¬ 
ing some support for the view that tax changes are usually made too 
late to be ideal anti-cyclical measures. 

The amplitude of the cycles (in fact, cyclical-irregulars) was mea¬ 
sured as follows All data was seasonally adjusted, log-linear trends 
were calculated by OLS methods; and the coefficient of determina¬ 
tion was used as an index of the size of the cycles. Econ. Jour., June 
1968, English. Trinity College and Institute of Public Administra¬ 
tion, Dublin, Ireland 


Brown, C. V. Misconceptions about Income Tax and Incentives. 

The paper presents the results of a pilot study which found that 
59 percent of the workers and 87 percent of the managers surveyec 
believed that their marginal rate of income tax was higher than th( 
rate they actually pay. These misconceptions about their tax rate 
could reduce incentives in addition to any reduction that may b< 
caused by the actual rates of tax. 

The survey for the 1954 Royal Commission found that actual rate 
of tax at tliat time did not have disincentive effects; however, thi 
finding is open to serious doubt because the question asked wa 
equivalent (in many cases) to asking “would you work more if 
would make you worse off ” Because the question asked could nc 
have revealed whether or not tax was a disincentive, it was inaj 
propriate to conclude that there were no disincenbve effects of ii 
come tax. The important question of the alleged disincentive effec 
of taxation thus remains open. 

Further research is needed to determine (1) if misconceptions a 
as widespread as the pilot suggests, (2) if these misconceptioi 
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lave the effect of reducing incentives and (3) if actual tax rates 
lave disincentive effects. If the misconceptions about taxation have 
lisincentive effects, the misconceptions could be reduced by chang- 
ng the treatment of eamed-income relief without reducing the reve- 
me from income tax. Basically what would be required would be to 
;hange from a 8/3d. standard rate to a 6/5d. standard rate. In order 
o avoid the anomaly found by the 1920 Royal Commission, it would 
le necessary to replace the present eamed-income relief by an un- 
iarned income surcharge. Aside from rounding problems every indi- 
udual’s tax liability would remain unchanged as would total income 
ax receipts. Scottish Jour. Pol. Econ., Feb. 1968, 15(1), pp, 1-21 
English). University of Glasgow, UK 


[luTT, J. Income Tax Evasion in India: Mr. Kaldor Revisited. 

The difference between avoidance and evasion is only one of de¬ 
cree. Since Professor Kaldor made an estimate in 19.56, there were at 
east two other estimates made by Direct Taxes Administration En- 
juiry Committee (1960) and by G. S. Sahota (1961). Large scale 
ivasion vitiates the income tax system, and therefore the need to 
ook into administrative and legal measures, and procedures of en- 
luiry and investigation. The penalties on evasion have been mild so 
ar and Kaldor’s suggestion tor a comprehensive self-checking direct 
ax return had not been introduced mainly on administrative 
grounds. Cutt believes that administrative difficulties could be ovcr- 
!Ome if (a) a comprehensive return in the first few years is confined 
o middle and upper income groups and assessment of small income 
ecipients is introduced; (b) the entire tax computation is done by 
ax authorities on the tax payers submission of information return 
inly; and (c) a National Tax Board is established to guide regional 
issessment boards and tax payers in general. Indian Econ. Jour., 
‘ pr. June 1967, 14(5), pp. 604-18 (English). Toronto, Canada 

Davis, J. R. and Palomba, N. A. On the Shifting of the Military 

Draft as a Tax-in-Kind. 

This study recognizes the military draft as a progressive ta.x-in- 
;ind and emphasizes the impact of shifting it. The tax-in-kind rates 
(civilian income-military income)/civilian income] are markedly 
rrogressive and practically confiscatory for upper education-income 
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groups. These features are seriously tempered, however, by the fact 
that the militaiy draft is not a general tax. Basically, there have 
been two major modifications of behavior that allowed part or all 
of the burden of the military draft to be shifted: college training 
and parenthood. Since these behavioral adjustments are demand¬ 
ing on individual or family income and wealth, the 16+ education- 
income group has been able at the margin to use college training 
and parenthood to sliift the burden of the military draft. At the 
odicr extreme, the lowest education-income group has escaped much 
of the burden due to its high rate of failure of both mental and 
physical requirements for military service. 

In terms of a percentage of the money equivalent of the tax-in-kind, 
the 12 vear.s education-income group bears more than half of the 
burden of the military draft, while the lowest group bears less than 
2 percent and the highest group bears little more than 5 percent. 
Furthermore, despite the fact that tire 12 years group represents 
less than 40 percent of male population, age 18-34, it bears well over 
half of the burden of the draft in terms of a percentage of total, while 
the 131 group represents about 30 percent of male population, age 
18-34, but accounts for only 20 percent of draftees. Recent Depart¬ 
ment of Defense programs and Selective Service directives, e.g. 
Project One Hundred Thousand and the pending directive to mini¬ 
mize the opportunities to use college training to avoid the military 
draft, seem certain to make the military draft a more general tax-in¬ 
kind. Western Econ. Jour., March 1968, 6(2), pp. 50-53 (English). 
Iowa .State University, USA. 


Henderson, J. M. Local Government Expenditures: A Social Wel¬ 
fare Analysis. 

Local governments are assumed to maximize their ordinal social 
welfare, W, subject to a budget constraint. A community’s social 
welfare function is assumed to be of the form 

W = (ao + *1 Y I- a- R + ofjP) logs G 4- X 

where Y, R, G and X are respectively income, revenue from other 
governments, local government expenditures and income after local 
taxes, each measured in per capita terms. P is the community’s popu¬ 
lation. The term in parenthesis is constant for each community, but 
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varies from one community to another. The community budget con¬ 
straint is T = P(G — R) where T is its per capita local taxes and 
charges. The first-order conditions for welfare maximization are 

G = -f + - P 

p P P 

and the budget constraint. The parameters for these equations are 
estimated from cross-section county data for 1957 using two-stage 
least squares. Separate estimates are presented for metropolitan and 
nonmetropolitan counties. 

Behavior patterns for the two groups of counties show a number 
of major differences. The mean metropolitan county finances a 
larger portion of their expenditures through debt than the mean 
nonmetropolitan country; the nonmetropolitan spends a much 
higher percentage of its marginal income on local government ex¬ 
penditures; the expenditures of the metropolitan are more respon¬ 
sive to increases in intergovernmental revenues. 

The coeflBcients for the population variable is positive for the met¬ 
ropolitan counties and negative for the nonmetropolitan. This sug¬ 
gests the possibility of a U-shaped average cost curve for local gov¬ 
ernment services. Rev. Econ. 6- Stat., May 1968, 50(2), (English) 

Pedone, a. Cost and Benefit Analysis in the Economics of Defence 

(L’analisi costi benefici nel settore della difesa). 

This is a somewhat revised text of the paper presented by the Au- 
dror at the Conference on “Criteria for Improving the Efficiency of 
Government Spending,” held at Pavia in October, 1967. 

The Author points out that after World War II the new technique 
for the evaluation and control of public expenditures (cost and ben¬ 
efit analysis) have been increasingly applied in the field of defence 
expenditures in several countries, particularly the United States. The 
reasons for this development are to be found in the characteristics of 
these expenditures, their collateral economic effects, and the general 
and special difficulties which one encounters in the process of select¬ 
ing them. In fact, a sounder programming of the defense expendi¬ 
tures appears to be a necessity as soon as one considers their indixis- 
ibility, their techm'cal interdependence, the high degree of uncer¬ 
tainty, and the high costs which result from it. It is not to be be- 
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lieved, the Author emphasizes, that programming can provide the 
criteria of decision. However it can help in determining the condi¬ 
tions for coherent dedsion-making. 

As far as Italy is concerned, the author provides the relevant 
figures from the t)efense Budget, 1950/51-1966, compares them with 
the figures of the other NATO countries, and shows their composi¬ 
tion. The Italian Ministry of Defence recently tried to apply the 
Planning Programming Budgeting System. Many problems, how¬ 
ever, are still to be solved, to get useful results from the cost and 
benefit analysis. First of all, choice criteria are to be defined and ac¬ 
cepted, and a budget in terms of objectives and of resources needed 
is to be drafted. Moreover one must remember that Italy’s defense 
problems are the problems of a non-nuclear country in a nuclear 
weapons age. L'lndustria, Jan.-March 1968, (1), pp. 68-89 (Italian). 


Wau^’S, T. J. Analysis of the Constancy of the Effective Tax Rate. 

The ratio of taxes to taxable income on individual returns re¬ 
mained approximately constant at 23.4 per cent from 1955 to 1962, 
while taxable income increased more than 50 per cent. Since tlie in¬ 
come tax structure is progressive, constancy of the effective tax rate 
seems at first glance to be a strange result. It is the purpose of this 
paper to show that such constancy is, in fact, not surprising. 

It is shown that even with proportional taxable income growth 
(across individuals) equivalent to nonproportional growth in recent 
years effective tax rate changes are not large. Further, there are 
good reasons for expecting taxable income growth to be nonpropor¬ 
tional. First, projwrtional growth of adjusted gross income is a more 
realistic assumption than proportional growth of taxable income. 
Second, the annual distribution of new taxpayers probably differs 
from the distribution of existing taxpayers. Third, the growth in de¬ 
ductions and exemptions differs for various income levels. It is 
shown that all three of these factors cause taxable income growth to 
be greater at low than high income levels, thus enhancing the im¬ 
portance of low marginal tax rates. This tends to moderate or even 
prevent the increase in the effective rate that would result from the 
movement of returns to higher brackets. Finally, an attempt is made 
to determine qiiantitatively the contribution of each of these three 
factors to the effective tax rate constancy. Rev. Econ. ir Stat., Feb. 
1968, 50(1), (English). University of Penn-sylvania, USA 
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Basevi, G. The Restrictive Effect of the United States Tarifl and its 

Welfare Value. 

Tire article presents a general equilibrium model that allows mea¬ 
surement of the welfare effect of trade restriction in money terms, 
when the terms of trade are affected by the restriction. This is done 
by incorporating explicitly the analysis of the adjustment of the bal¬ 
ance of trade within a model in which the welfare effects are mea¬ 
sured on the basis of consumers’ surplus. 

The measurement is applied to 1960 data for tariffs and trade of 
the United States, and it shows that, because of tlie improvement in 
the terms of trade, the U.S. tariff has a positive net welfare effect, 
but a relatively small one, its value ranging, according to the esti¬ 
mates of elasticities, from $258 to $558 million (at most 0.11 per 
cent of national income). 

The computations give also, as a byproduct, the values of the 
depreciation of the dollar implicit in the U.S. tariff structure. These 
range from 3.78 to 6.46 per cent, depending on the estimates of the 
elasticities, meaning that, if the U.S. tariff around 1960 had been 
eliminated unilaterally, the same volume of trade and balance of 
payments at constant incomes could have been maintained through 
a depreciation of the exchange rate by that percentage. Am. Econ. 
Rev., Sept. 1968, 58(4) English. Universite Catholique de Louvain 
(Belgium), and University degh Studi di Bologna (Italy) 


Butter, J. The Autoclave System: Creeping Rates of Exchange 
instead of Fixed or Flexible Rates (Hot outoclave stelsel: 
kruipende wisselkoersen in plants van vaste of zwevende). 

For the sake of avoiding the disadvantages of fixed and flexible 
rates of exchange, the author invented a system of quasi-flexible 
rates of exchange that allows sufiBciently accurate prediction of the 
time paths of future rates in order to free international transactions 
from excessive risks. Yet the flexibility appears to be sufficient to 
provide leeway to steer clear of situations of fundamental disequilib¬ 
rium. 

The system, called “autoclave” system in analogy of certain ci- 
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phers based on a similar convention, depe-nds on a mechanism 
which allows a rate of excliange to vary slightly from period to pe¬ 
riod along a well charted time patih. Under this system each rate of 
exchange has a certain fixed theoretical value (the middle rate) in 
each time period, whereas the actual rate is allowed a certain lati¬ 
tude above and below this value. These actual rates are registered 
by a central autliority. Tlie theoretical rate for each period is com¬ 
puted as the mean of the actual rates during an agreed number of 
periods, say n periods, in the past. Between the last period included 
in this calculation and the period in which the calculated rate will 
be operative there is to be an interval of p periods to insure that the 
new rate will be known well in advance. Using the symbols A for 
the actual and M for the middle rate in period t, a numerical exam¬ 
ple is given for the hypothetical country Atlantis. Its monetary unit, 
the Pluton, has initially, under a system of fixed rates of exchange, 
an official value of five American dollars. At January 1 of the year 
Zero the autoclave system is introduced. The time periods are one 
month each, and the values n 10, p — 2 and s = 1 are chosen by 
way of example. For time periods prior to the introduction of the 
system, in entering into the calculations of M, the former official rate 
is used instead of the values of A, which at that time were not yet 
registered by the central authority. Calculation is based on the as¬ 
sumption that the initial rate of exchange of the Pluton is so far out 
of line that in each subsequent period A adopts the lowest value the 
system will allow. In this extreme case the depreciation of the Plu¬ 
ton amounts to only four percent in three years, spread out over 36 
easy steps. De Economist, March-Apr, 1968, 116{2), pp. 216-28 
(Dutch). Foundation for Economic Research, Amsterdam, Nether¬ 
lands 


CoHDEN, W. M. Australian Tariff Policy. 

This article reviews various recent approaches to Australian tariff 
policy and makes some “second-best” proposals believed to be politi¬ 
cally practicable. The starting-point is the idea of a uniform tariff or 
“benchmark.” Various reasons for departing from the benchmark are 
suggested. It is suggested that the benchmark should be higher 
for existing industries than for new industries or activities. The sig¬ 
nificance of effective protective rates for the benchmark idea is also 
explored. The article reviews recent Australian tariff changes, no- 
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tably changes in the protection of the motor car and components in¬ 
dustries and the chemical industry. It is noted that some very high 
rates of protection have been provided in the last few years. TTie re¬ 
lationship between the Australian Government and the Tariff Board 
is discussed and arguments in favour of the Tariff Board system are 
presented. It is stressed that if the detailed application of tariff pol¬ 
icy, as distinct from the broad principles, is made in a political way 
—as it has been made lately—it becomes at least possible that contri¬ 
butions to political party funds would have some effect on actual pol¬ 
icies. The general approach is critical of the present Australian Gov¬ 
ernment’s policies. Australian Econ. Papers, Dec. 1967, 6(9), pp. 
131-54. NuflBeld College, Oxford University 

Feldstein, M. S. Uncertainty and Forward Exchange Speculation. 

This paper develops an explicit theory of forward exchange spec¬ 
ulation in the framework of von Neumann-Morgenstem expected 
utility maximization and explores its implications for speculator be¬ 
havior and government policy. 

Separate analyses of single currency and multiple currency specu¬ 
lation are presented. The primary results are summarized here with¬ 
out repeating the assumptions stated in the text. 

The basic conclusions of the analysis of single currency specula¬ 
tion are: (1) An increase in the speculator’s expected gain per imit 
of speculation with constant subjective variance is likely to increase 
speculation but may decrease it. Speculator behavior can therefore 
be destabilizing even though expectations are inelastic. (2) An in¬ 
crease in expected gain per unit of speculation with constant rela¬ 
tive variance decreases speculation. (3) An increase in the variance 
of the future spot rate with constant mean is likely to decrease spec¬ 
ulation but may increase it. 

The analysis of multiple currency speculation implies: (1) For 
any set of expected unit gains and covariances, the relative sizes of 
the optimum forward positions is independent of the overall forward 
position. (2) Even if the speculator believes that each forward rate 
exceeds its expected future spot rate, efficient speculation may re¬ 
quire buying some currencies forward. (3) An increase in one ex¬ 
pected gain, all other things constant, is likely to increase specula¬ 
tion in that currency but can decrease it even if overall speculation 
increases. (4) An increase in one expected gain with constant rela- 
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live rjsk decreases troth the optimum total speculation and the rela¬ 
tive share of that currency. (5) An increase in one variance with 
constant expected gain is likely to decrease speculation; the oppor¬ 
tunity for multiple currency speculation increases the certainty of 
his result. 

Two policy implications of this analysis indicate how explicit in¬ 
troduction of uncertainty can alter traditional policy principles. (1) 
By increasing speculator uncertainty, the government can decrease 
the amount of private forward speculation against the currency at 
any desired forward rate, thus reducing the disadvantages of gov¬ 
ernment intervention and making forward rate support a more effec¬ 
tive policy instrument. (2) In some circumstances, the government 
can encourage advantageous private forward exchange speculation 
hy actions which actually lower expected gain if they also lower 
variance sufficiently. Rev. Econ. 6- Stat., May 1968, 50(2) (En¬ 
glish). Harvard University, USA 

Gaudard, G. Non-Optimal Tariffs and Resultant Gain in Interna¬ 
tional Exchange. (Les tarifs non optimums et le gain resultant de 

Vcchonge international). 

In a given country, two different non-optimal tariffs (a lower one 
and a higher one) may yield the same level of satisfaction with re¬ 
spect to international trade. From the point of view of world trade, 
however, the lower non-optimal tariff has a definite advantage over 
the higher one. It is therefore possible, under certain conditions, to 
increase world gains without affecting the level of satisfaction of a 
protective country; it suffices to replace the higher tariff by the 
lower one. 

The conclusions of the theoretical model have some practical im¬ 
plications, since, in reality, many countries do in fact apply non-opti¬ 
mal tariffs. The conclusions suggest how an increasing liberalization 
of trade may be achieved without lowering the level of satisfaction 
of protective countries. They also indicate that bilateral concessions 
do not necessarily increase the welfare of the two parties involved. 
Kyklos, 1968, 21(2), pp. 289-97 (French). University of Fribourg, 
Switzerland 

Gray, II. P. Depreciation or Incomes Policy? 

There are two simple formulas available to economists who rec- 



Subjects 691 

ommend some pre-determined rate of growth of the domestic money 
supply as a substitute for discretionary monetary policy: a constant 
rate of growth of the nominal money supply, and a constant rate of 
growth of the real money supply which would allow an economy to 
adjust its money supply for past periods of greater-than-expected 
growth (be it real, real and monetary or even purely monetary). 
The policy of a constant rate of growth of the nominal money sup¬ 
ply is shown to be very similar in its modus operandi to an incomes 
pohey in that both policies try to reassert some original pre-deter- 
mined price level. In contrast a policy of a constant rate of growth 
of the real money supply is very similar to a policy of depreciation 
or devaluation in that such policies permit an economy to adjust to 
historic deviations from pre-determined price levels. 

The difference between the two pairs of policies in their respec¬ 
tive frameworks is the extent to which they require that an econ¬ 
omy make good its historic misdemeanors (deviations from trend) 
or allow the economy to achieve some level of satisfactory perfor¬ 
mance merely by desisting from past sins. 

The two sets of alternatives have similar implications for the stock 
of capital available to a nation after some deviation from trend: the 
nominal money rule hindering domestic capital formation after a pe¬ 
riod of greater-than-expected growth and the incomes policy requir¬ 
ing a greater diminution of the international asset position than 
depreciation would require to recover from a given payments deficit. 
Manchester School, March 1968, English. 

Harrod, R. The Devaluation of Sterling. 

The author inejuires the causes of the devaluation of sterling and 
he believes that the immediate cause was twofold, namely the oper¬ 
ation of the so-called “Gnomes of Zurich” and a certain hardening of 
attitude on the part of those central bankers who conduct a “multi¬ 
lateral surveillance.” 

When the Labour Party gained power in 1964, its leaders prom¬ 
ised to put an end to the “stop-go” policy, and to remedy the lack of 
international competitiveness by an expansive economic policy. But 
when it was clear that the incomes policy was a failure the govern¬ 
ment chose a policy of deflation. The economic difficulties and espe¬ 
cially the deficit of the balance of payment were enlarged by the 
run on the pound sterling. 

The author believes that the devaluation of the pound was unnec- 
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essary and wrong, lie had preferred to let the pound float. This solu¬ 
tion would have had great advantages. Weltwirtschaft. Archiv, 
March 1968, JOO(l), pp. 4-17 (English). Christ Church College, 
Oxford University 


Hensley, R. J. and Schwartz, E. The Terms of Trade and Balance 

of Payments and Development Problems. 

Many forces affect the conditions for economic progress in devel¬ 
oping nations. Among these are the terms of trade. The evidence is 
sketchy and open to varying interpretations, but clearly there have 
been substantial fluctuations in export prices and terms of trade for 
many of the developing countries. 

Some of the cuirent links between terms of trade and balance of 
payments and growth problems are explored. Commodity and in¬ 
come terms of trade are computed for 1958 to 1965 for the develop¬ 
ing countries that supply sufficient, comparable data to the Interna¬ 
tional Monetary Fund. Recognizing the infirmities of these mate¬ 
rials, it is still possible to obsen'e that developing countries have 
had widely varying experiences as far as commodity terms of trade 
are cxmcenied. And this is what one would expect, given the varying 
behavior of commodity prices, the different degrees of export con¬ 
centration. When the volume index of exports is taken into account 
however, many countries have apparently been able to increase 
their exports sufficiently over the period to more than compensate 
for any decline in their commodity terms of trade. Behavior has 
been erratic here too, however. Of course, the opportunity cost of 
these increases must be considered, but an increase in command 
over imports was occurring. What this means for balance of pay¬ 
ments positions and economic growth depends upon many factors. 

The use of the terms of trade as a meaningful indicator of things to 
come in balance of payments and economic development problems 
is filled with difficulties. The erratic behavior of these magnitudes, 
supports the frequent claim that greater stability of the capacity to 
import is needed. This is aside from the generally conceded need for 
a more rapid increase in the capacity to import. Weltwirtschaft. Ar¬ 
chiv, March 1968, JOO(l), pp. 87-110 (English). University of 
Miami, Miami, Florida and Lehigh University, Bethlehem, Pennsyl¬ 
vania 
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Holzman, F. D. The Ruble Exchange Rate and Soviet Foreign 

Trade Pricing Policies, 1929-1961. 

The ratio of Soviet domestic prices to Soviet import and export 
prices (average unit values) are compared for as many commodities 
as possible for the years 1929, 1935, 1937 and 1956. The intervening 
years are filled in (and the estimates extended until 1961) by extrap¬ 
olating between check-point years on the basis of available domes¬ 
tic and foreign trade price indexes. These extrapolations also pro¬ 
vide a check on the accuracy of the directly estimated ratios. 

The aggregate ratio of domestic to foreign trade prices provides a 
measure over time of the value of the foreign trade ruble. The reval¬ 
uations of the ruble in 1936, 1950 and 1961 are studied in terms of 
these ratios. The devaluations of 1936 and 1961 appear to have 
brought the ruble roughly into “equilibrium” in a purchasing power 
parity sense; the upward revaluation of 1950 appears to have been a 
move away from equilibrium. The reasons for the revaluations are 
studied in terms of Soviet rationalizations and in terms of the fact 
that the ruble exchange rate is not, in fact, a real price but simply a 
device for converting foreign trade data expressed in foreign curren¬ 
cies into rubles. 

Ratios for individual commodities are examined and these are 
found to vary widely from commodity to commodity. An attempt is 
made to explain some of the variance. The rationality of trade in 
commodities with widely differing ratios is explored in terms of: ra¬ 
tionality of planners; rationality of domestic prices; appropriateness 
of exchange rate; and short run vs. long run opportunity costs. Am. 
Econ. Rev., Sept. 1968, 58(4) English. Tufts University, Medford, 
Mass., USA 

MiiiEH, N. C. A General Equilibrium Theory of International 

Capital Flows. 

The paper develops a new approach to the theory of international 
capital movements by synthesizing a simple theory of capital and in¬ 
terest similar to that suggested by Leontief with James Meade’s ge¬ 
ometry of international trade. The result is a theory of capital move¬ 
ments that parallels that of comparative advantage theory. It pulls 
together all the familiar conclusions about capital flows and points 
out important similarities between the theory of capital flows and 
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that of international trade, most notably the fact that the equaliza- 
ion of world MEC’s and interest rates via capital movements would 
not stop future capital flows any more than the equalization of 
v\ orld commodity and factor prices would eliminate future commod¬ 
ity trade. 

Other conclusions that are reached include: (a) Free trade in 
commodities will not optimize world welfare if saving and invest¬ 
ment exceeds zero, i.c., it docs so only in a Classical stationary state. 
Capital flows are also required (b) It may be incorrect to test the 
various theories of comparative advantage via the use of unbalanced 
trade data, since part of such trade can be profitable on the basis of 
absolute advantage alone, (c) Import tariffs may harm a capital ex¬ 
porter; they are certain to help only capital importers, (d) Any gov- 
enirnent policy tliat allocates only one tool for external balance is 
likely to be suboptimal from a balance of payments composition 
viewpoint, (e) No government induced change in the absolute price 
level or exchange rate is apt to afi^ect permanently the equilibrium 
balance of trade, (f) and most importantly, the model developed 
here suggests that all of the conclusions and techniques used in pure 
trade theory can be modified and apphed to the analysis of interna¬ 
tional capital movements. Econ. Jour., June 1968, English. Carne- 
gie-Mellon University, USA 

Negishi, T. Protection of the Infant Industry and Dynamic Internal 

Economies. 

It is widely accepted in recent international trade literature (for 
example, Mead, Kemp) that the protection of infant industries is 
unnecessary unless there exist some external effects in the learning 
process of those industries. However, our conclusion is different. 
There are cases in which the classical infant industry dogma is still 
valid and in which interference with the competitive allocation—the 
protection of infant industries—is desirable even if no external ef¬ 
fects are present. The reason lies in the existence of dynamic inter¬ 
nal economies, especially in the indivisibility which is inherent to 
the learning process of infant industries. This of course does not 
imply that all infant industries should be protected. We have to ask 
under what circumstances an infant industry should, or should not, 
be protected. Various tests are devised, the passing of which is ei¬ 
ther necessary or suflScient to justify protection. Although the analy- 
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sis is mainly carried out set-theoredcally in terms of general equilib¬ 
rium, a heuristic partial equilibrium version in terms of consumers’ 
surplus is given in the appendix. Econ. Record, March 1968, 
44(105), pp. 56-67 (English). University of Tokyo and University 
of New South Wales 


Neheh, P. H, Natural Rates of Economic Growth and International 
Interest Rates. 

The relation between natiual rates of economic growth and inter¬ 
national interest rates is examined in the context of a two-country, 
single-good world. On the assumption that the rate of return to eapi- 
tal is equalized by capital flows between the countries, the faster 
growing of the two not only imports capital but eventually domi¬ 
nates the world capital market. The world interest rate gradually 
rises and, in the limit, equals the rate which would prevail in the 
faster growing economy if it were isolated. At this point, the slower 
growing country behaves as if it were a small country in a large 
world facing an exogenously determined interest rate. Kijklos, 1968, 
21(2), pp. 326-34 (Engli.sh). The University of British Columbia, 
Vancouver, Canada 

Pappeniieim, P. Import Duties, Charged in E.E.G. Countries on 
Final Products Manufactured in the Exporting Country Wholly 
or Partly from Imported raw materials or Semi-Finished Products 
(Invoerrechten en het actieve veredelingsverkeer in de E.E.G.). 

An exporting manufacturer may incorporate in his product im¬ 
ported raw materials or semi-finished products that are subject to an 
import duty. It will depend on the regulations of his country 
whether he automatically gets his import duty refunded or has to 
apply for a licence to that end. In the latter case the granting of 
such a licence will depend on the kind of product, and on the eco¬ 
nomic and political conditions in his country. The author of this arti¬ 
cle attempts to show; (1) that in the majority of cases an import 
duty on a product which is going to be reexported, is detrimental to 
the economy of the country itself, Iroth at short and at long terms; 
and (2) that both methods of refund may work in a community ad¬ 
ministered by a single, objective and efficient government. 

If no central government e.xists, as for example, in the case of the 
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European Common Market, each country will retain jurisdiction 
over refund of import duties at export to countries outside the 
E.C.M.-area, unless—which is preferable—refund on exports to coim- 
tries outside the common market is made automice by common con¬ 
sent. De Economist, Jan.-Feb. 1968, 118(1), pp. 73-83 (Dutch). 
Marf^ietstraat 22, Rhoon 


Pkukins, J. O. N. The Reddaway Rej^)ort and Australia. 

The Interim Report on Effects of U.K. Direct Investment Over¬ 
seas (The “Redd<away” Report) published early in 1967 by the Uni¬ 
versity of Cambridge Department of Applied Economics contains 
data and analysis of importance for Australia. This article considers 
aspects of the Report of special interest to Australia, and supple¬ 
ments it witli data collected for purposes of the Reddaway survey, 
analysing by industries the investment in Australia by the British 
firms covered in the survey, some of which is published for the first 
time in this article. 

Australia’s relative importance in the total Reddaway sample and 
the industrial analysis of the sample for Australia compared with 
that for the whole sample are analysed. The relative profit experi¬ 
ence of the sample in Australia for different industries is compared 
with that for the sample as a whole. 

Attention is drawn to the high rate of capital appreciation for in¬ 
vestments in Australia, which greatly exceeds that for the whole 
sample in almost all industries. 

The effects on U.K. exports of the overseas investment by the 
Reddaway firms is analysed by country (an analysis appearing here 
for the first time), and it is observed that the effects are generally 
strongly favourable for countries in the sterling area and much less 
favourable or unfavourable for those in the non-sterling world, 
which are mainly those in North America and Western Europe. 

There are other effects (not discussed in the Reddaway Report) 
of U.K. investment, including those on total imports into the capi¬ 
tal-receiving countries and upon their reserve-holding policies. 

It is concluded that the data in the survey, and the policy conclu¬ 
sions that are liable to be drawn from them, are of con.siderable sig¬ 
nificance for countries that draw much of their capital from Britain. 

An Appendix assesses the relative coverage in the Reddaway sam¬ 
ple of British firms in Australia, by size of firm and by industry. Aus- 
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tralian Econ. Papers, Dec. 1967, 6(9), pp. 234-49 (English). Univer¬ 
sity of Melbourne, Australia 


Smyth, D. J. Stop-Go and United Kingdom Exports of Manufactures. 

This paper examines the relationship between the speed of cycli¬ 
cal movements and United Kingdom exports of manufactures. It 
tests the hypothesis tliat it is change in demand pressure rather than 
its absolute level that influences export performance and that there 
is a ratchet effect in the relationship. This hypothesis is derived from 
one put forward by F. P. Brechling and J. N. Wolfe in an article 
rather optimistically entitled “The End of Stop-Go” (Lloyds Bank 
Review, January, 1965). 

A number of regressions arc calculated relating the percentage 
change in United Kingdom exports to the percentage change in the 
exports of the main exporting countries, unemployment (with indus¬ 
tries weighted by average exports) the absolute change in this un¬ 
employment series, and the percentage change in the ratio of United 
Kingdom export prices to those of the main exporting countries. The 
regressions are repeated with percentage changes in exports calcu¬ 
lated from both constant and current price series. The absolute level 
of unemployment is found not to be significant while the change in 
unemployment is significant. A short run price elasticity of exports 
of about —1 is obtained, A ratchet effect is then introduced by con¬ 
straining the change in unemployment series so that increases in the 
speed of the rise in unemployment above a certain rate have no ef¬ 
fect, a kinked relationship thus being obtained. Various possible po¬ 
sitions for such a kink were examined and the best, and significant, 
result was given by zero unemployment thus yielding a differential 
behavior between upswings and downswings. 

The implications of the results are straightforward. Given the rate 
of growth of exports of the main manufacturing countries then the 
United Kingdom’s export position will be worse if pressure of de¬ 
mand is rising than if is falling and there is a ratchet effect so that 
the losses in the rate of growth of exports in the upswing are not 
regained in the ensuing downswing. Clearly, then, it is desirable to 
stop fluctuations in economic activity: the more stop-go there is then 
the worse it is for the average rate of growth of United Kingdom 
exports of manufacturers. Fortunately, the recent devaluation gives 
the United Kingdom an opportunity to break out of the stop-go 
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cycle. BuU Imt. Econ. 6- Stat, Feb, 1968, 39(1), pp. 25-36 (En¬ 
glish). State University of New York at Buflalo 


SioMiAM, P. E. The Asian Development Bank—Problems and 

Prospects. 

The author, after piesenting the rationale of the Asian Develop¬ 
ment Bank as an institution to disburse aid in developing Asia, pin¬ 
points its sources of funds, and loans and investment policy, and its 
role in Asian economic co-operation. With aid being largely multi¬ 
lateral and regional, and with few pre-investment and feasible stud¬ 
ies of projects, particularly of multi-national land, and with hard 
loans not easy to get, the prospects of Asian Development Bank do 
not appear to be promising. The Bank’s prospects for evoking re¬ 
gional economic co-operation, which involves questions of trade re¬ 
strictions, direction of trade and comparison of trade, issues not in 
the Bank’s control, are difficult. The Bank's permanence itself is one 
of doubt so long as it docs not build up owned reserves, and so long 
as rich donor countries are unwilling to give aid on more favourable 
terms and on a continuing basis. Indian Econ. Jour., July-Sept., 
1967, 15(1), pp. 75-86 (English). University of Newcastle 


Tischneh, H. Federal German Trade with Communist Countries— 
Trade policy and the Future of Federal German Trade with the 
East (Der deutsche Osthandel. Aufiemcirtschaftliche Politik der 
Bundesregierung zur Aktivierung des Osthandeh, die Zukunft 
des deuUciwn Osthandeh). 

This article concentrates on Federal Geiinan export policy to¬ 
wards communist countries; it is an extension of the article by Erich 
Klirikmiiller and Michael von Berg, Konjunkturpolitik, 1966, pp, 
336-61. 

The Federal Government has only been earnest in its efforts to en- 
couourage trade with the East since 1963-64. Earlier, Federal Ger¬ 
man trade policy towards the Ea.st was at the mercy of the cold 
war: nothing was undertaken to increase trade, instead there were 
export embargoes. This article describes the easing of finance condi¬ 
tions in trade with the East, and also the Federal Government’s atti¬ 
tude towards international organizations, to which the Federal Gov- 
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ernment belongs and whose decisions are binding for member na¬ 
tions. 

Development of Federal German foreign trade is restricted by the 
existing situation; it is only within this narrow framework of general 
scope for East-West trade that there is room for Federal German 
trade policy to maneuver. This article also examines the Eastern 
countries ability to pay in hard currency; the institutional, and ideo¬ 
logical conditions which discourage trade; and competition from 
other industrialized countries in Eastern markets. Konjunkturpol, 
1967, 13(.5-6), pp. 332-81 (German). German Institute of Economic 
Research, Berlin 

Tomasini, L. M. Speculation and Stability in the Foreign Exchange 

Market (Speculazione e stabilitd nel mcrcato dei cambi). 

The role that speculation plays in an economic system and in par¬ 
ticular, whether its influence is stabilizing or destabilizing has been 
and continues to be a subject of controversy, especially if regarded 
as an argument for or against the adoption of fluctuating exchange 
rates. 

In this paper it is argued that in "relatively stable” conditions, the 
possibility for speculators to realize positive profits in the foreign ex¬ 
change market, depends on the amount of money and on the level of 
information available to them. If this is true, “small” speculators will 
disappear from the market. In fact they will not have available a 
large amount of capital and will not have, because of the cost, tlie 
same level of information as profe.s.sional speculators have. Among 
these, only those who have a large quantity of capital will survive. 
There would remain only a particular type of “large” speculator 
who would operate in an oligopolistic market where there exist 
strong barriers, such as cost and availability of capital, information 
costs, institutional restraints, etc., to the entrance of other specula¬ 
tors. The speculation’s stabilizing or destabilizing nature would de¬ 
pend on imperfections in the foreign exchange market, i.e., degree of 
oligopoly and barriers to the entry of oilier speculators, and on the 
insufficient effectiveness of the instruments of monetary authorities. 
L’liulustria, Oct.-Dec. 1967, (4), pp. 501-08 (Italian). 

De Vecchi, N. Reforming the International Monetary System: Some 

Notes on the Conference of Rio de Janeiro (La riforma del sistema 
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monetano internazionale: note in margine ala conferenza di Rio 

de Janeiro). 

The participants at the Conference of the IMF, held at Rio de Ja¬ 
neiro in September, 1967, accepted a plan for the reform of the in¬ 
ternational monetary system which was proix)sed by the “Group of 
10.” They decided, however, that it will be put into action only if 
some given conditions will be satisfied. 

Tfiis article aims at reconsidering the ends of the reform plan, and 
why the “Group of 10” chose it. It also seems of some interest to dis¬ 
cuss the elements of disagreement among the participants at the 
Conference, and the possible reasons for the postponement of the 
actual operation of the plan itself. Official negotiations, as a matter 
of fact, h.ive been .sharply criticized by a number of authoritative 
economists. The we.xkncss of the available instruments of monetary 
policy, with regards to possible crisis of confidence, is the issue at 
stake. L’lndustrUi, Oct.-Dcc. 1967, (4), pp. 509-16 (Italian). 

VrNcr,NT, A. L. A. Toward a theory of inteijiational trade. 

The theory of international trade probably has little effect on de¬ 
cisions relating thereto because it has .still to be unified. Tlie theory 
is governed by two principles; comparative costs, which attracts 
strong criticism b\it which, in the last analysis, has changed little 
since Ricardo and factor ratios, which operate so nebulously as to 
have given rise to “Leontief’s Paradox” and the well-known contro¬ 
versies surrounding it. 

This article attempts to make use of recent research into produc¬ 
tivity measurement which is axiomatic to both these principles. It 
shows, for example, that integral productivity coupled with compar¬ 
ative costs must be taken into account when comparisons are made 
at a given moment in time. Yet it is the concept of overall productiv¬ 
ity, coupled with the principle of proportion of rations which yields 
the best results in moment-in-time comparisons. The production fac¬ 
tors used in this second formula, however, need to be specified. Tliis 
is possible by using shortened operating accounts which are trans¬ 
posed statistically in inter-industrial tables. The possibility of mak¬ 
ing a synthesis of the two principles we are concerned with comes 
through a suitable definition of the relative values of production fac¬ 
tors, their relative rarity and the way they vary from one nation to 
another. 
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Using Leontief’s work, it then becomes clear why the cx)mparative 
costs principle often gives acceptable, if approximate, results 
whereas that of factor ratios quickly leads to deadlock. It is primar¬ 
ily because any production predicates production factors (theu" rela¬ 
tive values being borne in mind) and productivity factors and be¬ 
cause the latter, in contrast, are hard to pin down and often remain 
beyond the scope of predictions. Rev. Econ., Jan. 1968, 19(1) 
French. 


Watts, N. and Datae, A. The Development of India’s Trade with 

Eastern Europe and the Soviet Union. 

Trade with the eastern European countries (including Yugosla¬ 
via) and the Soviet Union has increased from less than 1 per cent of 
India’s total foreign trade turnover in the early 1950s to 14 per cent 
of the total by 1965-66. This article examines the commodity compo¬ 
sition of the trade and discusses the prospects for its further expan¬ 
sion. It shows that significant new markets have been provided for a 
range of traditional Indian products, for some of which future pros¬ 
pects in “western” markets are poor, but that for manufactured 
goods in general promise is so far more apparent than performance 
except in a very few cases. The reverse flow of imports into India 
has been composed largely of goods of high priority for the coun¬ 
try’s development programme. 

Some of the factors determining the benefit to the Indian econ¬ 
omy of this new trade flow, and of the "inconvertible rupee” pay¬ 
ments agreements under which it is conducted, are briefly discussed. 
It is argued that any long-run diversion of traditional exports from 
the older markets can be acceptable, or any expansion of manufac¬ 
tured exports (with relatively high import content) be beneficial, 
only if the “inconvertible rupee” proceeds can in fact be spent either 
directly on the imported materials and components incorporated in 
the exports or—at equivalent price-for-quality—on other goods which 
would otherwise have been imported from convertible-currency 
areas. Bull. Inst. Econ. b- Stat., Feb. 1968, 30(1), pp. 1-23 University 
of Oxford 

Adleb-Ka.iu.sson, G. Problems of East-West trade—a general survey. Econ. of 

Planning, 1967, 7(2), pp. 119-82. 

Alstadheim, H. Mathematical theory for a multilateral trade clearing agency. 

Econ. of Planning, 1967, 7(2), pp. 106-18. 
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AiiNDr, &. VV. I'un/ioni di uii sisli'ina monetario interuazioiiale. (With Englisli 
iummarj.) Riv. [ntcrnaz. di Sci. Econ. e Com., Feb. 1968, pp. 138-54. 

Baciimann, 11. AND AscHtNGER, F. Npuc Rcservemlttel im internutionalen 
Zahlung-svcrkchr. Aii.sseiiwirtschaft, Dec. 1987, pp. 361-80. 

Backmann, II., FliA.NK V. C. AND Lademann, J. H. Betrachtungen zur Aus.sen- 
wirtschaftpolitik. Aussenwirtschaft, Dec. 1967, pp. 329-60. 

Bharadwaj, R. and Bhagwati, J. Human capital and the pattern of foreign 
trade: the Indian case. Indian Econ. Rev., Oct. 1967, pp. 117-42. 

Bokoc, S. V. Official intervention in forward exchange market. Indian Econ. 
Jour., April-June 1967. 

Cantaheixi, D. Nota .sulle prove dei teoremi .sui vantaggi comparati. Cinrn. 
d, Econ., Sept.-Oct. 1967, pp. 677-94. 

CAVALiEni, D. Stabilisation des prix et balance des paiements. Econ Appliquec, 
1967, 20(S), pp. 347-88. 

Cohen, B. I. Relative effects of foreign capital .and larger exports on economic 
development. Rev. Econ, Stab, May 1968. 

DiETEaLEN, P. Les problimes mon^taires internationaux, problimc singulicr. 
Rev. Econ., Jan. 1968, pp. 175-84. 

Dupwez, L. H. La devaluation de la livre sterling. Recherche.s Econ. cle Louvain, 
Doc. 1967, pp. 507-31 

VON Fieandt, R. En bediimning av 1967-.\rs dcvalveiing. (The dcv.duation and 
its consequences. With English summary.) Ekon. Samfundets Tids., 1968, 
21(1), pp 7-12. 

P’oRD, A. G. The gains fiom trade yet again. Indian Econ. Jour, April-June 
1967. 

Forte, F. Li([uiditii intcmazionale o .sottosvihippo: osservazioni su di un 
prugetto di T. Scitovski. Rassegna Econ., Nov.-Dec. 1967, pp. 1251-89. 

Frisch, R. A multilateral trade clearing agency. Econ. of Planning, 1967, 7(2), 
pp. 97-105. 

Giskkf.h, P. The Soviet Bank for Foreign Trade and Soviet banks abroad: a 
note, Econ. of Planning, 1967, 7(2), pp. 183-97. 

Gersteh, M. Neuere Tendenzen dor E.xpoitmarktcrschliessung. .Anssenvviit- 
schaft, Dec. 1967, pp. 420-24. 

Ghosh, U. N. On international trade. Econ. Affairs, Jan.-Feb. 1968, pp. 25-34. 

Glej.ser, H. An explanation of differences in trade-product ratios among 
countries. Cahiers Econ. de Bruxelle.s, 1968, 37(1), pp. 47-58. 

Guadacnoli, L. G. The role of medium-term export credit guarantees and 
insurance in financing foreign trade. So. Econ. Jour., April 1968, pp. 548-62. 

IIazari, B. R. Import intensity of consumption in India. Indian Econ. Re\-., 
Oct. 1967, pp. 155-76. 

-. The ruble exchange rate and Soviet foreign trade pricing policies 1929- 

1961. Am, Econ. Rev., Sept. 1968. 

IssiNG, O. Die Theorie des direkten internationalen Preisznsainmenhangcs. 
Jahrb. f. Nationaldkon, und Stat., March 1968, pp. 289-305. 

Kern, C. R. Looking a gift horse in the mouth; the economics of food aid pro¬ 
grams. Pol Sci. Quart., March 1968, pp. 59-75. 

Koenig, W. Der Internationale Wiihrungsfonds und die Politik dcr multiplen 
Wechsclkur.se in Lateinamerika. Aussenwirtschaft, Dec. 1967, pp. 381-99. 

Kov^r, J. F. Das Inveshtionskapital bendtigt mehr Freiziigigkeit. Aiissen- 
wirt.schaft, Dec. 1967, pp, 400-19. 

Kumar, R. Disinflationary aspects of P.L. 480 imports in India. Indian Econ. 
Jour., July-Sept, 1967. 
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TAYE, J. L’dtalun marthandises. Econ. Appliqu6e, 1967, 20(3), pp. 

G. Sulla ricerca del fattori di distorsionc della specializzazione inter- 
i delle attivita produttive. Hiv. di Pol. Econ., F^. 1968, pp. 155-68. 
V. AND Pabhish, E. M. The U.S. balance of payments in the fourth 
and ^ear 1967. Surv. Curr. Bus., March 1968, pp. 15-34, 36. 

1. L Evaluation des projets industriels. Econ. AppliquEe, 1967, 20(3), 
9. 

G. Sul problema dell’adeguatezza deUe reserve monetarie iuter- 
. Riv. di Pol. Econ., Dec. 1967, pp. 1803-26. 

Die Kennedy-Runde Ziele-Ergebnisse-Konsequenzen fur die Textil- 
. (With English summary.) Zeitschr. f. allgemeine und textile Markt- 
■t, 1968 i(l), pp. 49-94. 

i, N. Devalveringsdebattens premisser och oppenhet. (The Premises 
of publicity of the devaluation discussions.) Ekon, Sainfundets Tids., 
:i), pp. 32-34. 

G. Devalveringen och des omstrukturering.seffekt. (Devaluation and 
on structural change. With English summary.) Ekon. SamfundeLs 
■38.2i(l),pp. 13-18. 

R. F. Sterling devaluation and the dollar, Oregon Bus. Rev., March 
. 1-4. 

'. Preferences revisited. Malayan Econ. Rev., Oct. 1967, pp. 16-31. 
O. N, Australia and the 1967 devaluation of sterling, Econ. Record, 
168, pp. 1-14. 

V. A dieory of changing trade patterns under economic growth: 

; Japan. Yale Econ. Essays, fall 1967, pp. 69-135. 

E. La demande h I’exportation pour les pays du MarchE Commun. 
Leon, dc Bruxelles, 1968, 37(1), pp. 71-102. 

. Price elasticities of the Japanese exports; a cross-section study. Rev. 
it, May 1968. 

G. After Rio. Rev. Econ. Conditions in Italy, Jan. 1968, pp. 5-18. 
P. E, Intra-regional trade co-operation in developing Asia. Jour. Com- 
ket Stud., Dec. 1967, pp, 197-210. 

:. G. Exportavgifterna broms pS “nyexporten.” (The export sur- 
a brake on new exports. With English summary.) Ekon. Samfundets 
68,21(1), pp. 19-21, 

, E. Stabiliseringsproblematiken efter devalveringen. (The problems 
lisation after devaluation. With English summary.) Ekon. Sam- 
fids., 1968, 21(1), pp. 22-26, 

Devalveringsfragan ur centralbankens synvinkel. (The devaluation 
from the point of view of the central bank.) Ekon. Samfundets Tids., 
(1), pp 27-31. 



Business Finance; Investment and Security 
Markets; Insurance 

Campagna, a. S. Capital Appropriations and the Investment De¬ 
cision. 

The imderlying hypothesis of this paper is that there are two in¬ 
vestment decisions: The first, reflecting long-run plans and expecta¬ 
tions, is whether or not to invest at all; the second, chronologically, 
is when to make and how to finance the actual expenditures. 

In this empirical study only the first investment decision is consid¬ 
ered. Cross-section firm data of capital appropriations provided by 
The National Industrial Conference Board for the years 1956 and 
1961 for seven industries are used to examine statistically the impor¬ 
tance of selected financial variables in explaining capital appropri¬ 
ations. 

The results indicate that in the peiiod studied, profits and liquid¬ 
ity variables appeared to be more important than sales and acceler¬ 
ator type variables. Rev. Econ. if Stat., May 1968, 50(2) (English). 
University of Vermont, USA. 

Dolley, J. C. Dollar Cost Averaging by Industry Groups: A Stock 

Investment Program Developed for the Endowment Fund of the 

Unix crsity of Texas. 

The article is concerned primarily with outlining the development 
of an investment program utilizing dollar cost averaging by industry 
groups for the common stock portion of the endowment fimd of the 
University of Texas. So far as the author knows, this approach to 
common stock investment has not been used by any other institu¬ 
tional account. 

The basic ingredients in this program were: (1) extremely broad 
diversification—a real cross section of American industry and (2) the 
purchasing of common stocks in accordance with a definite percent¬ 
age pattern assigned to each industry group. Diversification was ac¬ 
complished by the selection for the approved list of 135 leading 
companies, representing 24 industry groups. Dollar cost averaging 
by industry groups involved allocating a percentage of the total 
common stock portfolio to each industry group and assigning 
weights to each stock in each industry group. 

704 
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The group percentage allocation determined the frequency with 
which each industry group appeared in a stock purchase series and 
the weighting pattern fixed the number of blocks of each stock to be 
bought before completing an industry purchase cycle. In effect, 24 
industry cycles were under way at all times; with any given pur¬ 
chase series, some group cycles were ending and others were begin¬ 
ning. 

TTiis common stock investment program was initiated May 7, 1957 
and, as of August 31, 1966, it had been in operation for somewhat 
more than nine years. The results are of some interest. As of the lat¬ 
ter date, the common stock portion of the portfolio had a market 
value 14 per cent above cost and, much more importantly, a yield on 
cost of 4.31 per cent. 

For a perpetual university endowment fund, it is firmly believed 
that this policy of dollar cost averaging is definitely preferable to 
any program which relies upon personal judgments for all invest¬ 
ment decisions. Southwestern Soc. Set. Quart. March 1968, 48(4), 
pp. 613-23 (English). University of Texas, Austin 

ScHiLBEED, C. M. Bond Evaluation as a Decision Under Certainty, 

Risk or Uncertainty. 

According to whetlier a bearer’s bond has been issued under the 
provision that its future redemption is to take place at a fixed 
date, in one of a series of lotteries, or at the option of debtor, inves¬ 
tor’s valuation of the bond may be described as a decision under 
certainty, risk or uncertainty. As investors in bonds are internation¬ 
ally and commonly confronted with such decision problems, and are 
aware of the relevant properties, this is a field where empirical stud¬ 
ies of investor’s treatment of risk and uncertainty can be undertaken. 
Some cursory observations of applied decision rules are reported. 
Swedish Jour. Econ., March 1968, 70(1), pp. 43-56 (English). Nor¬ 
wegian School of Economics and Business Administration, Bergen 


Tuttle, D. L. and Litzenberger, R. H. Leverage, Diversification 
and Capital Market Effects on a Risk-Adjusted Capital Budgeting 
Framework. 

This paper postulates tliat a realistic measure of the cost of financ¬ 
ing an investment project must implicitly consider the fact that dif- 
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ferent uses of funds within the firm may involve different degrees of 
uncertainty. In this context, the paper attempts to provide an objec¬ 
tive basis for screening and ranking opportunities under conditions 
of less than perfect knowledge about the future. 

First, it is shown that returns from various investment projects can 
be made risk-equivalent to the fiirm’s cost of equity capital by financ¬ 
ing the projects with the proper amount of borrowing or lending. 
This is accomplished by recognizing the potential linear transforma¬ 
tion between risk and return on any investment opportunity by mak¬ 
ing borrowing or lending a part of the investment decision. The 
analysis is then adapted to the standard present value framework in 
developing risk-adjusted costs of financing (discount rates) for indi¬ 
vidual investment projects. 

The potential reduction in risk associated with tlie firm’s stream of 
operating earnings by the diversification effect of adding a particu¬ 
lar project to the firm’s present mix of assets is then introduced and 
a new formulation for the cost of financing is derived. 

Finally, a new relevant measure of risk to be used to calculate the 
cost of financing in a market dominated by large institutional inves¬ 
tors is derived. It is the risk that cannot be eliminated from institu¬ 
tional portfolios by diversification. Jour, Finance, June 1968, 23(3), 
English. University of North Carolina, USA 


Wr.iL, Jr., R. L., Sec.all, J. E. and Green, Jr., D. Premiums on Con¬ 
vertible Bonds. 

The conversion parity of a convertible bond is the product of the 
number of common shares for which the bond can be exchanged 
and the market price per share. The difference between the market 
price of tlie bond and the conversion parity is called the premium. 
In theory, the premium is the difference between the present values 
of the cash stream expected to accrue to convertible bond holders 
and the cash stream expected to accrue to the holders of the stock 
into which the bond is convertible. Precise specification of these 
streams is, in the present state of knowledge, impossible. The objec¬ 
tive of this study is to ascertain the degree to which observed pre¬ 
miums can be explained or predicted from obtainable data. "This 
study explains about one-half the variance in bond premiums. 

Section I is a description of what appears to be the extant theory 
and a criticism of that theory on operational and theoretical 
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grounds. The following supposed determinants of the premium are 
discussed: transaction cost differences, current income stream differ¬ 
ences, financing cost differences, anti-dilution clauses, price floors, 
price volatility, and duration. Incorporated in Section I is a mathe¬ 
matical model which, though not currently testable, suggests some 
serious deficiencies in the extant theory. Section II describes the sta¬ 
tistical tests used to examine the theory and the results of these 
tests. 

Section III reports the conclusions. The most significant finding is 
that the bond price floor, the most popular explanatory variable in 
the literature, appears to be of little empirical use in explaining the 
premium. Jour. Finance, June 1968, 23(3), English. University of 
Chicago, USA. 

Baxter, N. D, Marketability, default risk, and yields on money market instru¬ 
ments. Jour. Fin. and Quant. Analysis, March 1968, pp. 75-8 5. 

Bohm, P. The Industrial Development Bank and the efhciency of the credit 
market. Skandinav. Bank. Quart. Rev., 1967, (4), pp. 111-19. 

Chiusty, G. a. Rationale of the stock-bond yield spread. MissLs.sippi Valley 
Jour. Bus. Econ., spring 1968, pp. 1-15. 

Cyert, R. M. and Thompson, G. L. Selecting a portfoho of credit risks by 
Markhov chains. Jour, Bus. Univ. Chicago, Jan. 1968, pp. 39-46. 

Eppen, G. D. and Fama, E. F. .Solutions for cash-balance and simple dynamic- 
portfolio problems. Jour. Bus. Univ. Chicago, Jan. 1968, pp. 94-112. 
Johnson, G. L. A critical analysis of the traditional theory of common stocks 
as inflation hedges. Mississippi Valiev Jour. Bus. Econ,, spring 1968, pp. 
50-62. 

Kassouf, S. T. Stock price random walks: some supporting evidence. Res'. 
Econ. Stat., May 1968. 

Levy, R. A. Measurement of investment performance. Jour Fin. and Quant, 
Analysis, March 1968, pp. 35-57. 

Morgan, B. W. Coqsorate debt and stockholder portfolio selection. Yale Econ. 
Essays, fall 1967, pp. 201-59. 

Myehs, S C. a time-state-preference model of secunty valuation. Jour. Fin. 

and Quant. Analysis, March 1968, pp. 1-33. 

SoLDOFSKY, R. M. and Bhierman, R. Yicld-risk measurements of the perfor¬ 
mance of common stocks. Jour, Fin. and Quant. Analy.sis, March 1968, 
pp. 59-73. 

Sun, A. K. Capital market in post-war India. Econ. Affairs, Jan.-Feb. 1968, 
pp. 17-24, 100. 

Whay, M. Building society mortgages and the housing market. Westminster 
Bank Rev., Feb. 1968, pp. 31-45. 



Business Organizations; Managerial Economics; 
Marketing; Accounting 

Andrfasen, a. R. and Durkson, P. G. Market Learning of New 

Residents. 

The present study focuses on one aspect of the complex adjust¬ 
ment process of consumers moving to a new community, the learn¬ 
ing of brand alternatives in a new market, paying particular atten¬ 
tion to patterns of change in brand knowledge, and brand behavior 
over time. 

Data for the study were gathered by telephone interviews at one 
point m time for three matched sample groups: housewives who had 
very recently moved into the Philadelphia Metropolitan area; house¬ 
wives who had been there for a year or two and were some or all of 
the way through the market learning process; and housewives who 
had lived in the community long enough to be considered settled 
residents. 

The following are the principal conclusions drawn from the analy¬ 
sis: (1) The assumption that active brand learning is undergone by 
new residents is well supported by the data. (2) The overall pattern 
of brand learning is one of movement toward community norms. (3) 
Brand learning involves both acquisition of knowledge about new 
brands in the new community as well as some forgetting of brands 
from the old community. (4) While adjustment in brand awareness 
and purchasing behavior takes place primarily with regard to re¬ 
gional-local brands, some adjustments in national brand awareness 
apparently does take place. (5) There is substantial variation in the 
rate and type of change in brand knowledge and behavior among 
and within product types. (6) Differences in adjustment patterns 
among brands is probably only partially explainable in terms of pro¬ 
motional variables in the local market. 

Among the implications drawn from the study were those suggest¬ 
ing the potential value of the mover market as a source of informa¬ 
tion on interbrand variation in market strength as well as the need 
for further field research on individual difl^erences in the brand 
learning process. Jour. Marketing Research, May 1968, 5(2), pp. 
166-76 (English). State University of New York, Buffalo and Cam¬ 
bridge, Mass. 
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Bhaduhi, a. An Aspect of Project-Selection: Durability vs. Con¬ 
struction-Period. 

This paper examines the question of balancing the economic “ad¬ 
vantage” of longer durability against the “disadvantage” of longer 
construction-period in selecting among alternative projects produc¬ 
ing a given commodity. Assuming that the time-path of the invest¬ 
ment-fund to be allotted for installing projects is known and also, 
that time-path of investment is rising at a steady percentage rate 
over time, the paper establishes the following result: a faster-grow¬ 
ing economy may find it more advantageous (other things being 
equal) to install projects of shorter durability and shorter construc¬ 
tion-period. The main point of the paper is to indicate how choices 
involving time in project evaluation can be settled through the as¬ 
sumed rate of growth of investment, rather than the hazy and less 
operational notion of a “social rate of time-discount.” Econ. Jour., 
June 1968, English, Peterhouse, Cambridge, England 

Bucklin, L. P. Competitive Impact of a New Supermarket. 

To determine the eflEects of the opening of a large supermarket, a 
249-family research panel for the study of food shopping was set up 
in Berkeley, California, in 1965, Panelists reported food purchases 
seven weeks before and eight weeks after the opening of a new 
Safeway supermarket and the simultaneous closing of an older Safe¬ 
way store one block from the new one. 

Questions posed for the study were: (1) How was the impact of 
the new store distributed among the various kinds of competing 
food estabhshments? (2) What kinds of patrons were initially at¬ 
tracted to the new store? (3) What was the importance of store size 
as a factor aEecting the basic attraction of the supermarket? 

After the opening of the new supermarket, Safeway s market share 
increased from 10 to 16 percent. It was concluded that in areas 
where volume is highly concentrated, the opening of a new, larger 
supermarket will increase competition. However, because of their 
special services (e.g., discounts) and location conveniences, smaller 
stores resist competition. A new supermarket will have a greater im¬ 
pact upon stores with similar marketing strategies. 

Women who shopped at the new store tended to be heavy food 
buyers, women with strong housekeeping and mother roles, and 
women who were downward mobile and had low wealth and low 
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economic aspirations. Because innovations in food purchasing have 
little significance to the highly mobile population, the study failed to 
.support the hypothesis that the first people to accept an innovation 
are themselves highly mobile. The downward mobile would seem to 
find food purchasing a significant function that they enjoy; new 
stores willi modem facilities add to this pleasure. Jour. Marketing 
Research, Nov. 1967, 5(4), pp. 356-61 (English). University of Cali- 
iornia, Berkeley 

Dixon, D. F. A Social Systems Approach to Marketing. 

In marketing, the social sciences have come to be viewed as a set 
of tools which enable managerial goals to be achieved. But when 
marketing is seen as a social system it is apparent that the marketing 
process is itself a tool for achieving the purposes of society. Interac¬ 
tions between marketing and society are examined in terms of each 
system element; (1) marketing goals must be coordinated with so¬ 
cial goals, (2) marketing inputs mu.st be combined to produce a so¬ 
cial output, (3) societal constraints limit the range of alternative 
marketing activities, and (4) if a marketing system is to survive in a 
competitive society it must fulfill its social function efficiently. South¬ 
western Soc. Sci. Quart., Sept. 1968, 48(2), pp. 164-73 (English). 
Temple University 

Dommehmuth, W. P. and Moxard, Jr., W. J. Consumption Coinci¬ 
dence in Product Evaluation. 

With product and all other controllable marketing variables held 
constant, factors extraneous to the product itself but temporally 
coincidental with consumption, may cause measurable variations in 
users’ subsequent evaluations of product attributes. 

To study the effects of consumption coincidence, an experiment 
compared the effects of viewing pleasant and unpleasant films on 
the evaluation of a beverage given to the two groups viewing the 
films. Two groups of females closely matched by age and socioeco¬ 
nomic status were asked to participate in the evaluation of a motion 
picture; Group A viewed a pleasant film while Group B saw a rela¬ 
tively unpleasant film. Before tire film they were asked to rate a sam¬ 
ple beverage on a nine-point ordinal scale based on seven product 
attributes and predict how well it would be received by five differ¬ 
ent age groups (precautions were taken to avoid indicating the bev- 
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erage being advertised). Tiien while viewing the films (and 
drinking the beverage), subjects rated the films with an electronic 
audience analyzer by pressing buttons indicating like or dislike at 
any time during the viewing; this confirmed the presumption that 
one film would be less liked than the other. A week later the sub¬ 
jects were telephoned and asked to reevaluate the beverage on the 
same points with the same rating system. 

Results of the ratings before and after the films indicated a defi¬ 
nite altitudinal influence. Group A raised its mean ratings of the 
beverage on all seven product quality categories and also on the five 
age group acceptance categories. Group B lowered its mean ratings 
on all seven product quality categories and on one of the age group 
acceptance categories. Jour. Marketing Research, Nov. 1967, 5(4), 
pp. 388-90 (English). University of Iowa and Millard Research As¬ 
sociates 


Frank, R. E., Douglas, S. P. and Polli, R. E. Household Correlates 

of Package-Size Pronencss for Grocery Products. 

To study the correlates of household purchases of difierent pack¬ 
age sizes, purchasing histories of 491 households in 31 grocery prod¬ 
uct fields from the Chicago Tribune 1961 consumer panel were in¬ 
vestigated. The relationship between the proportion of units pur¬ 
chased of small package sizes for a given product by a household 
(referred to as package-size proneness) and the households’ socio¬ 
economic characteristics, total consumption of the product, store 
shopping habits, private brand proneness, average price paid per 
unit, and brand loyalty were analyzed. 

Separate analyses were conducted for each product category. The 
average R“ across all products was .19, excluding the price variable, 
and .41 including it. 

Of the 23 independent variables, 11 were eitlier positively or neg¬ 
atively associated with package-size proneness. For example, house¬ 
holds in high-rise apartments do less stocking up on large packages 
(the building size variable). Package size appears to be a useful cri¬ 
terion for market segmentation, but the significant characteristics 
that segment the market appear to be purchase attributes, such as 
product usage and brand loyalty, rather than socioeconomic charac¬ 
teristics. Jour. Marketing Research, Nov. 1967, 5(4), pp. 381-84 
(English). University of Pennsylvania 
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(iHEEN, P. E., Gross, I. and Robinson, P. j. Behavioral Experiment 

in Two-Person Bargaining. 

The study of bargaining behavior is important in industrial mar¬ 
kets and distribution channels as well as in selling expensive items 
such as houses and services such as home repairs. To explore some 
behavioral implications of two-person bargaining, a simple bargain¬ 
ing situation was devised in which 24 male graduate students from 
the Wharton School of Finance and Commerce participated in a se¬ 
ries of two-person bargaining games with different opponents. For 
the experiment, subjects were classified by the Gough-Sanford Ri¬ 
gidity Test as either rigid or flexible in their susceptibility to altering 
personal opinions; it was expected that rigid, closc-minded subjects 
would behave difterently in the bargaining situation. 

Under conditions resembling a duopoly, members of the subject- 
pairs were to divide their joint payoffs from a hypothetical manufac¬ 
turer-distributor cooperative advertising program in w^hich their 
joint payoff exceeded the sum of individual payoffs. The responses 
measured were; (a) how the joint return was split, (b) length ot 
time for subject-pairs to reach an agreement, and (c) effect of the 
flexible-rigid personality characteristic. 

Such studies of bargaining have implications for real marketing 
situations. If manufacturers can estimate the probabilities of adver¬ 
saries agreeing to alternatives, they can offer the most likely accept¬ 
able proposal and opportunity los.ses accompanying delayed deci¬ 
sions can be minimized. Also, the experiment results indicate that 
Schelling’s prominence principle for .splitting the diffeicnce in con¬ 
flict-cooperation games plays an important role in bargaining situa¬ 
tions. Jour. Marketing Research, Nov. 1967, 5(4), pp. 374-79 (En¬ 
glish). University of Pennsylvania and Marketing Science Institute 


Hodges, H. S. Performance Data: Some Aspects of Inter-Temporal 

Comparison. 

Referring to performance or flow data (not situation or stock 
data), the paper makes a case for adjustment of monthly and quar¬ 
terly time-series to allow for (a) variations in the length of the peri¬ 
ods (or calendar irregularities), and (b) variations in the ratio of 
working to non-working days in the various periods. 

Assuming no trend or cyclical factors, and constant output per 
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working day, examples show changes of up to 10 per cent in 
monthly production attributable solely to the calendar. Such 
changes occur annually and may be allowed for by normal desea- 
sonalizing procedures where industry works a seven-day week. Ex¬ 
ceptions are discussed. 

On similar assumptions, variations of over 22 per cent between 
performances in consecutive periods are seen in five-day-week in¬ 
dustries, and of over 9 per cent between corresponding months of 
consecutive years. For analysis, average performance per day 
worked is preferable to raw monthly data. 

Quarterly data show differences of 2 per cent attributable to total 
days, and of 8 per cent attributable to days worked. Desea.sonaliy;irig 
allows for the former and to some extent for the latter. 

The true pattern of seasonal variation net of time-pei lod irregular¬ 
ities can be obtained by calculating indices from average daily rates 
of performance, or by dividing seasonal indices derived from raw 
monthly data, by indices proportional to the time periods. 

It is vital to make the sorts of adjustment and allowance consid¬ 
ered, because calendar and working-week effects far outweigh feasi¬ 
ble monthly and quarterly growth rates. Econ. Record, March 19C8, 
44(105), pp. 15-25 (English). Royal Military College, Duntroon 

Huff, D. L. and Sherr, L. A. Measure for Determining Differential 

Growth Rates of Markets. 

Measurements of the absolute and relative changes in growth over 
time are used to examine growth rates of markets. Absolute mea¬ 
sures, however, tend to overstate the growth of larger markets and 
to understate the growth of smaller markets and percentage mea¬ 
sures tend to overstate small market growths and to understate large 
market growths. The shift method avoids the distortion inherent in 
the other two methods and provides a perspective of growth that 
the other two methods lack. 

Given a growth variable, the distinguislung featuie of the shift 
method is its ability to measure the relative gains and losses of indi¬ 
vidual market areas compared with the total market. In a sample ap¬ 
plication of this method, the United States as a whole is used as the 
total market and the individual states as market areas in a study of 
the growth in retail sales in each of the 48 adjacent states from 1958 
to 1963. 
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Tlir sliift method requires the explicit specification of: (a) the 
lime period for which growth comparisons are to be made, (b) the 
geographic unit of analysis, and (c) the variable that is to be used 
For measuring growth. There is no limitation on the size of the unit 
of analy.sis. Tlie growth variable must be a single valued measure, 
e.g., population, value added. However, two or more factors can be 
combined to produce a single value such as population multiplied 
by per capita income. Jour. Marketing Research, Nov. 1967, 5(4), 
pp. 391-95 (English). University of Kansas 


Manistis, G. C. Quantitative versus Qualitative Standards for Ev.d- 

uating Managerial Efficiency in Public Undertakings. 

While it is normally believed that the managerial efficiency of 
public enterprises cannot be appraised by quantitative and that le- 
course must be had to qualitative criteria, the author maintains that 
a properly cjualificd profitability test—a quantitative standard— 
would provide a workable efficiency norm. To this end, he suggests 
that a test of (efficiency may have the following desiderata: objectiv- 
it)'; reliability; simplicity; management’s ceaseless efforts to mini¬ 
mize costs; judgment of management in the light of the prevailing 
environment, and furtherance of social responsibility of manage¬ 
ment. But it would be profitable to discriminate social from eco¬ 
nomic peiformancc of the public enterprise, and emphasize the sig¬ 
nificance of the latter. The resultant profit, after taking due account 
of the cost and revenue cliects that go with socio-political or socio¬ 
economic aims, could then be regarded as an index of the manage¬ 
ment’s operating efficiency. Indian Econ. Jour., Apr.-June 1967, 
14{5), pp. 576-89 (English), Athens, Greece 


Myrns, J. G. and Nicosia, F. M. On the Study of Consumer Typol¬ 
ogies. 

This article presents a new method of empirical classification, 
show's how it is used to develop a consumer typology, and tests the 
sensitivity of the resulting typology to various changes in assump¬ 
tions, operations, and procedures. These operational effects are con¬ 
sidered from the viewpoint of their significance in typology genera¬ 
tion and for the long run potential of classification methods and 
procedures in marketing management and market segmentation. 
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The new metliod of empirical classification is the BC TRY system, 
a fully-integrated series of computer-based analytical programs de¬ 
signed to identify the structure of either variables (V-analysis) or 
subjects (O-analysis). The system offers considerable flexibility in 
rotational options, visual displays, and analytical options of one kind 
or another. A combination of score space partitioning and Euclidean 
distance is used to type subjects in O-analysis. 

The procedures are applied to data from a study of supermarket 
imagery employing a semantic differential of nine image items. The 
findings suggest that the V-structure of the variables can be inter¬ 
preted as one-, two-, or three-dimensional depending upon the fac¬ 
toring alternative chosen (cross products, oblique, and orthogonal 
solutions, respectively). 

Sensitivity analysis—comparisons of alternative solution results— 
shows that although each solution tends to classify the subjects in a 
similar way overall, there is considerable traffic from one consumer 
type to the next when the classification of individual subjects is con¬ 
sidered. Consumer typologies can thus vary by the factoring proce¬ 
dures used to generate them. These variations are identified as: (i) 
differences in profile, and (ii) differences in the assignment of sub¬ 
jects to types. In general, typologies based on a larger number of 
dimensions reveal more information relevant to management. In uni¬ 
dimensional cases, classification is on the basis of magnitude only 
whereas in multidimensional, it is one the basis of both magnitude 
and kind. The article concludes with a general discussion of prob¬ 
lems of classification in basic and applied research such as psycho¬ 
metrics and marketing, an appeal for more research attention to the 
area, and suggestions for further research. Jour. Marketing Re¬ 
search, May 1968, 5(2), pp. 182-93 (English). University of Califor¬ 
nia, Berkeley 

Pabfitt, J. H. and Collins, B. J. K. Use of Consumer Panels for 

Brand Share Prediction. 

With the launch of a new brand, or the special promotion of an 
existing brand, there is much to be gained from knowing the ulti¬ 
mate relative success or failure of the product long before this be¬ 
comes apparent from historic sales figures or share trends. There is 
great marketing value in an early warning prediction system such as 
that described in this paper, using continuous consumer panel data. 
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The paper sets out the basic Brand Share Prediction method uti¬ 
lised and, by drawing on case histories available since 1960, illus¬ 
trates tlie success of this particular technique. Details are given as to 
how the method has been developed since its introduction by Dennis 
(1961) to improve the accuracy of the forecasts, to advance the pre¬ 
diction date and to increase the understanding of the underlying 
consumer purchasing characteristics evident in such a marketing 
situation. 

The Brand Share Prediction Model incorporates three parameters, 
each with marketing connotations. Penetration is a measure of tlie 
number of households persuaded to try the product; Repeat Pur¬ 
chasing Rate is a measure of the willingness of the consumers, hav¬ 
ing tried the product, to continue purchasing it; and Buying Rate 
Factor is a measure of the relative purchasing weight of buyers of 
the product. Tire estimated ultimate sales or share level is simply ob¬ 
tained by multiplying the forecasted estimates of Penetration and 
Repeat Ihirchasing Rate togetlier and multiplying the result by the 
Buying Rate Factor, allowing for relevant dimensions. 

The remainder of the paper deals with marketing factors that 
have emerged from the concentrated study of Brand Share Predic¬ 
tion Analyses, the most significant of which infers that the later a 
buyer is in entering the market for the new or promoted product the 
lou'cr her Repeat purchasing Rate is likely to be. Jour. Marketing 
Research, May 1968, 5(2), pp. 131-45 (English). Attwood Statistics, 
Ltd. 


Pessemier, E. a., Burger, P. C. and Tigeht, D. |. Can New Product 

Buyers Be Identified. 

To ascertain characteristics of early, late, and nonbuyers of a new 
product, two sets of questionnaires were distributed to 265 house¬ 
wives before and after the brand launch of a new detergent. Data 
for the project were also obtained from diary records. 

The study’s three hypotheses were; (1) Early buyers would be 
more trial-prone toward brands in the product class and be heavier 
users of the product class. (2) Early buyers would tell others about 
their use of the brand and class; late buyers would be receivers of 
this information. (3) Early, late, and nonbuyers could be identified 
on the basis of demographic characteristics, mass media exposure 
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factor scores, activity, interest, and opinion factor scores, and several 
product variables. 

The first of three techniques of analysis used as a cross-classifi¬ 
cation analysis to differentiate among early, late, and nonbuyers. Of 
57 variables, 14 were significant at the .05 level. The significant vari¬ 
ables were in four of the eight categories: socioeconomic, trial¬ 
proneness, product-related (e.g., amount of detergent used), and in¬ 
formational (e.g., knowledge of advertising slogan). 

A stepwise multiple regression analysis differentiated between 
early and late buyers finding demographic variables the most rele¬ 
vant. For example, early buyers lived in smaller houses, were in 
higher income groups, and had husbands who had worked for more 
employers in the last 15 years. 

A multiple discriminate analysis found four variables significant in 
differing between buyers and nonbuyers; (a) awareness of new 
product (after measure), (b) preference for new product (after 
measure), (c) likelihood of early new brand trial (after measure), 
and (d) willingness to try new brands (before measure), /our. Mar¬ 
keting Research, Nov. 1967, 5(4), pp. 349-54 (English). Purdue 
University, Northwestern University and University of Chicago 


Phillips, J. A Revised Approach to Marketing. 

Tliis paper is primarily a plea for a reorientation of marketing re¬ 
search. It is demonstrated that the current concept of marketing is 
unsatisfactory from an analytical point of view and a reformulation 
in terms of information is put forward. Information-getting is shown 
to be a vital aspect of economic activity and one to which a consid¬ 
erable proportion of total resources must be devoted. It is main¬ 
tained that marketing research should be directed towards this as¬ 
pect. As a first step in this direction, a partial equilibrium model of 
information resource use is delineated. Some specific implications of 
this approach for research are, first, more attention should be di¬ 
rected to deriving predictive models and to using their results, and, 
second, the efiBciency of resources devoted to obtaining information 
should be examined more intensively. Rev. Marketing ir Agric. 
Econ., March 1968, 36(1), pp. 28-36 (English). New South Wales 
Department of Agriculture, Sydney, Australia 
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PiERSOL, R. J. Accuracy of Estimating Markets for Industrial Products 

by Size of Consuming Industry. 

A series of methods of estimating geographic markets for indus¬ 
trial products have been devised, but almost no information is avail¬ 
able about the accuracy of the methods. Most of the methods of al¬ 
locating a known national market to geographic areas use three gen¬ 
eral steps; dividing potential customers into groups according to the 
Standard Industrial Classification system, using a breakdown of na¬ 
tional consumption by industry group to weight the importance of 
each group, and distributing the consumption of each group to geo¬ 
graphic areas in accordance with an economic measure of relative 
consumption. 

In the research geographic markets, by states, were estimated for 
ten industrial products for which actual state consumption data 
were published in the 1958 Census of Manufacturers. The national 
consumption of each using industry was apportioned to states ac¬ 
cording to tlie industry’s total employment in each area. Tlie effects 
of using other statistical series as the apportioning variable also 
were investigated. All estimates were compared with the actual mar¬ 
ket shares and the accuracy characteristics of the estimates were an¬ 
alyzed. 

For none of the products did more than 59 per cent of the indi¬ 
vidual area estimates come within ± 19 per cent of the actual con¬ 
sumption figures. For eight of the ten products at least one-fourth of 
the estimates were in error by at least 50 per cent of actual con¬ 
sumption. It was concluded that the estimates were unhkely to meet 
many of the accuracy requirements that might be set up in actual 
practice. 

Other statistical series used to apportion consumption to areas 
were number of production workers, value added by manufacture, 
and value of shipments. None of these caused the accuracy of the 
estimates to be significantly different from that obtained with total 
employment as the apportioning variable. Jour. Marketing Research, 
May 1968, 5(2), pp. 147-54 (English). University of Hawaii 

PoPiELARZ, D. T. An Exploration of Perceived Risk and Willingness 

to Try New Products. 

To explore the relationship between consumer willingness to try 
new products and willingness to accept qualitatively different forms 
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of risks, two types of risks were considered; (a) errors of inclusion, 
i.e., accepting a new product when it may be unsatisfactory, and 
(b) errors of exclusion, i.e., relying on old products which may be 
less satisfactory than new ones. 

Category width was used as a measure of error preference; a 
broad categorizer judges extreme instances of a category more dis¬ 
tant from a central tendency value relative to judgments of the nar¬ 
row categorizer. The study’s hypotheses were: (1) Breadth of cate¬ 
gorization is linearly related to degree of willingness to buy new 
products; people with broad category ranges will have greater will¬ 
ingness to buy new products. (2) Breadth of categorization is linearly 
related to perceptions of the extent to which products of a given 
product class qualitatively differ; people with broad category ranges 
will perceive smaller qualitative differences between products of a 
given product class. 

A questionnaire was given to 61 undergraduates (49 men, 12 
women) at the Center for Experimental Studies in Business, Univer¬ 
sity of Minnesota to measure breadth of categorization, willingness 
to buy, and perceived qualitative differences among product classes 
such as dress shoes, camera, and instant coffees. 

The data tend to support the hypothesis on breadth of categoriza¬ 
tion and willingness to buy new products. Though the correlations 
are low, the consistency in direction indicates such a relationship. 
The strength of the relationship varies among products as well as 
between sexes. It seems then that consumers willing to commit er¬ 
rors of exclusions, narrow categorizers, are less willing to try a new 
product tlian people who are willing to commit errors of inclusion. 
Correlations of category width and the extent to which qualitative 
differences were perceived between brands of the product classes 
supported the hypotheses for men but not for women. Hence, the 
relationship between categorizing behavior and willingness to try 
new products as a function of differences in perception held true for 
men but not for women. Jour. Marketing Research, Nov. 1967, 5(4), 
pp. 368-72 (English). University of Minnesota 

Rich, S. U. and Jain, S. Social Class and Life Cycle as Predictors of 

Shopping Behavior. 

Traditionally it has been held that consumers in different social 
classes and in various stages in the family life cycle exhibit quite dif- 
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ferent patterns of buying behavior. However, recent changes in so¬ 
cial and economic circumstances of consumers such as increase in 
discretionary income, leisure time, opportunities for higher educa¬ 
tion, and movements to suburbia have had a leveling effect and 
have blurred many of the earlier distinctions in buying behavior. 

The data supporting the authors’ findings are based on 1,056 per¬ 
sonal interviews conducted with a probability sample representing 
all females 20 years of age and older who resided in households in 
the Cleveland Standard Metropohtan Statistical area. Two major 
variables were used, against which a wide variety of shopping be¬ 
havior traits were measured. These two variables were social class 
and family life cycle. An index of class status characteristics was 
used, which incorporated the amount of family income, occupation, 
education of family head, and dwelling area. In measuring life 
cycle, the following breakdown was used: under 40, without chil¬ 
dren; under 40, with children; 40 and over without children; 40 and 
over with children. This gave a measure of the effects of age, mar¬ 
ried status, and presence of children in the household, all important 
determinants of shopping behavior. 

Some of the shopping behavior patterns on which social class had 
little or no effect were; intere,st in fashion, as expressed by attempts 
to keep the wardrobe up to date; regularity of looking at newspaper 
ads for sources of shopping information; influence of friends on 
.shopping; and overall enjoyment of shopping. Fashion interest and 
shopping enjoyment were likewise not affected by life cycle. In some 
instances, such as downtown shopping and shopping frequency, 
there were differences in behavior among social classes, but in the 
opposite direction from what liaditional research had indicated. 
Jour. Marketing Research, Feb. 1968, 5(1), pp. 41-49 (English). 
Universit}' of Oregon and University of Dayton 


Robertson, T. S. and Kennedy, J. N. Prediction of Consumer In¬ 
novators: An Application of Multiple Discriminant Analysis. 

In the problem posed by this study, the two groups of concern 
were innovators and non-innovators. Review of the innovative be¬ 
havior literature from several disciplines suggested probable charac¬ 
teristics of consumer innovators. These characteristics were then 
measured for consumer innovators and non-innovators and multiple 
discriminant analysis was applied to test the value of the composite 
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of characteristics for predictive purposes and to test the discriminat¬ 
ing value of each individual characteristic. 

Research was conducted within one reasonably well defined social 
system—a middle class suburban community of Chicago. Innovators 
were operationally defined as the first 10 percent of the community’s 
members to adopt a small home appliance innovation under investi¬ 
gation. Non-innovators were identified by lack of product purchase. 
The sample consisted of 100 respondents, composed of 60 irmovators 
and 40 non-innovators, selected using a systematic sampling proce¬ 
dure which achieved an 80 percent response rate. In-home personal 
interviews were conducted by professional interviewers with the fe¬ 
male head of household who was chosen as the “spokesman” for 
each family consumption unit. 

Findings were that two variables, venturesomeness (willingness to 
take new product risks) and social mobility (movement up the so¬ 
cial class hierarchy) accounted for some 64 percent of the irmova- 
tive behavior “difference” between innovators and non-innovators. 
Characteristics that were also important were social integration 
(amount of participation with others), privilegedness (financial 
standing relative to other community members), and localism (ori¬ 
entation toward the local community). The discriminant equation 
was found to successfully predict innovators (F test significant at .05 
level). Jour. Marketing Research, Feb. 1968, 5(1), pp. 64-69 (En¬ 
glish). University of California, Los Angeles and Illinois Bell Tele¬ 
phone Co. 


SiiEN, T. Y. Cyclical Behavior of Manufacturing Plants. 

Tlie purpose of the paper is to test two propositions against each 
other with plant data. Do plants adapt to cyclical fluctuations and 
adjust their labor inputs according to the phase of the cycle, or do 
plants establish equilibrium outputs and then strive to maintain the 
labor inputs corresponding to the.se outputs despite cyclical fluctua¬ 
tions? We find that our data support the second of these proposi¬ 
tions. A likely explanation might be the fact that individual plants 
are subject to considerably more violent and frequent fluctuations in 
output than that indicated by industry figures, and the timing of 
their output fluctuations is only poorly predicted by the timing of 
the general business cycle. As a result normally plants are probably 
unable to ascertain the current phase of a cycle and adapt them- 
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selves to the phase. Further investigation shows that the labor out¬ 
put relationship is not significantly related to certain selected cycli¬ 
cal parameters. Our finding is thus substantiated. Jour. Indus. 
Econ., Apr. 1968, 16(2), pp. 106-25 (English). University of Califor¬ 
nia, Davis 

Younc:, a. H. Alternative Estimates of Corporate Depreciation and 

Profits. 

This study (in two parts) presents alternative measures of corpo¬ 
rate depreciation and profits that are unaffected by the changes in 
the U S. tax laws and regulations concerned with depreciation prac¬ 
tices. Because of the changes in these laws and regulations it is diffi¬ 
cult to analyze the corporate depreciation and profits data shown in 
the U.S. national income and product accounts. For some types of 
analyses, it is desirable to use instead figures based on depreciation 
methods and service lives that are consistent over time. 

Tlie valuation of depreciation also poses a problem. Corporate 
depreciation in the national accounts is valued at historical cost. As 
a result, neither depreciation nor profits are comparable over time, 
nor are they comparable with other components of the accounts for 
any given year. Accordingly, the alternative depreciation measures 
are presented valued both at historical cost and in current prices. 

Part I presents calculations that show the importance of the 
major changes in depreciation practices since 1940. These changes 
are the 60-month amortization of defense facilities first permitted 
during World War II, accelerated methods of depreciation in 1954, 
the 1962 Guidelines, and a gradual reduction in service lives prior to 
1962. In the period 1941-66, corporate depreciation is estimated to 
have totaled $60 billion to $85 billion more than it would have with 
pre-World War II practices. 

Part II presents alternative measures of corporate depreciation 
and profits. The profits alternatives are compared with profits as 
published in the national accounts, and for each, the share of profits 
in gross corporate product and in corporate income originating is 
computed. All the alternative profits shares decline less over the pe¬ 
riod 1948-52 to 1965-66 than the share based on published profits. 
From 1929 to 1965-66, the alternatives increase while the share 
based on published profits declines. Survey of Cur. Bus., Apr. & 
May 1968, 48(4 & 5), pp. 17-28 and 16-28 (English). U. S. Depart¬ 
ment of Commerce 
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Ansoff, H. I. Veis une tWorie stratigique des entiepri.ses. Econ. et Soc., March 
1968, pp. 535-06. 

Berczi, a. and Ventura, J. M. Analysis of business systems: the cybernetic 
point of view. Univ. Wash. Bus. Rev., spring 1968, pp. 35-48. 

Birdwell, a. E. a study of the influence of image congruence on ccnsumer 
choice. Jour. Bus. Univ. Chicago, Jan. 1968, pp. 76-88. 

Blank, D. M. Television advertising: the great discount illusion, or Tonypandy 
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English summary.) LTndustrialista, 1967,9(4), pp. 316-23. 
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Adam, P. Economic Aspects of Overfishing. 

The origin of overfishing is usually explained as being the out¬ 
come of free international competition on the limited common re¬ 
sources of the sea. It is here explained how, in spite of a regime of 
perfectly free competition, the natural fluctuations of fish abundance 
and the developments of techniques create possibilities of profit. 
And these profits can be big although the beneficiaries are in normal 
conditions relatively few. Recent years show a growing importance 
of overfishing on more and more numerous fish stocks which is at¬ 
tributed to the increased mobility of the vessels, i.e., that vessels can 
be more easily switched from one fishing ground to another accord¬ 
ing to expectation of profitability and disregarding distances. Conse¬ 
quently, instead of numerous regional overfishing, there is a trend 
towards global overfishing, the economic factors of which should be 
continuously surveyed. Rev. Econ., Jan. 1968, J9(l) French. 

Bates, R. and Webb, M. Government control over Investment Plan¬ 
ning in the Nationalised Electricity Suply Industry. 

The principal aims of this paper are to consider and assess, mainly 
in the context of the electricity supply industry, the objectives of the 
1961 White Paper on The Financial and Economic Obligations of 
the Nationalised Industries, (Cmnd. 1337, IIMSO, April 1961), and 
to consider whether or not the particular policies adopted are likely 
to improve the efficiency of investment in that industry. The paper 
is in five sections. 

In Section I, the authors review briefly the type and scope of Gov¬ 
ernmental control over investment in the electricity supply industry, 
and conclude that the present administrative arrangements do not 
allow the Government to control the efiSciency of investment in the 
nationahsed industries as closely as some critics would wish. Section 
II provides an analytical framework for the main discussion, by con¬ 
sidering the types of inefficiency which might be most important in 
a nationalised industry. Section III then sets out the Government’s 
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approach towards these efiBciency problems, mainly in so far as they 
impinge upon investment, and considers in fairly general terms the 
pnneiples of public investment control through self-finance and rate 
of return requirements. In Section IV some aspects of the applica¬ 
tion of the target rate of return requirement to the Central Electric¬ 
ity Generating Board are analysed. Finally some alternative propos¬ 
als for realising the requirements of the White Paper are considered 
m Section V. Bull. Inst. Econ. & Stat, Feb. 1968, 30(1),pp. 37-53 
(English). University of Leicester 


Baxter, R. E. and Rees, R. Analysis of the Industrial Demand for 

Electricity. 

The main feature of the industrial electricity market over the pe¬ 
riod 1954-1964 is that electricity consumption grew much faster than 
output. There are three sets of reasons why this should occur; rela¬ 
tive price movements inducing substitution of electricity for other 
fuels and possibly labour; technological change biased towards the 
introduction of electricity-using machinery; a greater proportionate 
increase in capital stock than in output, and/or an “electricity inten¬ 
sity” of the increment of capital stock which is above the average for 
the existing stock. Three different and to some extent alternative hy¬ 
potheses are developed in an attempt to isolate and quantify the rel¬ 
ative importance of these three sets of factors. Tlie first is a straight¬ 
forward application of the theory of derived demand. The second 
attempts to estimate the effect of technological change by using coal 
consumption, rather than a time trend, as a surrogate for changes 
in fuel technology. Finally, the last attempts to explain changes in 
the ratio of electricity consumption to index of production in terms 
of changes in relative prices, capital and labour intensity. 

Equations based on these hypotheses were fitted, by multiple 
regression methods, to quarterly data on sixteen industry groups for 
the period 1954-1964. In order to estimate long-run elasticities, a 
geometrically distributed lag hypothesis was incorporated into the 
models. 

The results suggest that relative price changes were far less signif¬ 
icant determinants of growth in electricity demand than growth of 
output and technological change. In nine of the sixteen industry 
groups, the price elasticity was not significantly different from zero; 
in two, it was less than unity; and in only five was demand price- 
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elastic. However, certain statistical reasons are suggested for treat¬ 
ing these results with caution, and they should be regarded as a first 
approximation only. Econ. Jour., June 1968, English. National Ports 
Council, London 


Bergman, L. F. Technological Change in South African Manufactur¬ 
ing Industry 1955-1964. 

Between 1915 and 1964 the real value of South African manufac¬ 
turing output increased by 119 percent. This was accompanied by 
an increase in productivity (where productivity is defined as output 
per unit labor input) of 66 percent. Productivity increases can be 
attributed not only to increased capital-to-labor ratios, but also to 
technological change. A method for estimating the proportion of 
productivity increase due to technological change was proposed by 
Solow in 1957 (“Technical Change and the Aggregate Production 
Function,” Review of Economics and Statistics, Vol. XXXIX, August 
1957, 312-320). This method, with minor modifications, was used to 
estimate the increase in productivity in South African manufacturing 
industry for the period 1955-1964 that was attributable to technolog¬ 
ical change. It was found that 47 percent of the productivity in¬ 
crease was attributable to technological change, the remainder to 
“capital deepening.” This compares to values of 70 percent for Aus¬ 
tralia, 81 percent for Israel and over 90 percent in the U.S. reported 
by various other authors in the past. Using a “technological change 
index,” the annual rate of technological change increase was found 
to average 2.5 percent for the period. This compares to past findings 
of 2.5 percent for Australia, 3.5 percent for Israel and 3.3 percent for 
the U.S. over similar time periods. In South Africa, therefore, tech¬ 
nological change and “capital deepening” have played more or less 
equal roles in increasing productivity in recent years. In many other 
countries, technological change has been the predominant factor. 
Empirical evidence suggests at least two reasons for this difference. 
First, the capital-to-labor ratio in South Africa is much lower than in 
the more highly industrialized countries, where technological 
change is promoted by already high capital-to-labor ratios. Second, 
the relatively high proportion of unskilled labor is not inducive to 
high rates of technological change. South African Jour. Econ., 
March 1968, 36(1), pp. 3-12 (English). Camegie-Mellon University, 
Pittsburgh, USA 
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IlowE, M. The Iron and Steel Board and Steel Pricing, 1953-1967. 

From 1953 until nationalisation in 1967 the Iron and Steel Board 
fixed maximum home prices for most British steel products. Until 
1964 these prices were rendered into minimum prices by agreement 
among the producers with the acquiescence of the Board which re¬ 
garded itself price leader and intended its prices to be charged in all 
but exceptional circumstances. Following a judgment of the Restric¬ 
tive Practices Court in 1984, these agreements were abandoned but 
the Board continued to fix maximum prices until nationalisation. 

Most of the article deals with the Board’s pricing methods. First 
an average cost system was employed. Operating costs of the major 
producers, excluding a band of the higher cost producers, were av¬ 
eraged and a margin added to cover capital costs and profit. The 
system was rigid whatever the production methods and demand 
conditions (though with steel shortage actual earnings exceeded the 
Board’s “norm”). It was also claimed tliat for some products the 
method gave insuflScient weight to the higher capital costs of new 
plant. After 1956, a new method was introduced under which prices 
were based (less rigidly) on the operating costs ruling hypothetical, 
modem plants plus a margin to cover capital costs and profit. The 
argument that the method provided more of a stimulus to moderni¬ 
sation is analysed and found to be overstated. Particular attention is 
paid to the cost element in the price calculations. 

In the early 1960s profitability in the steel industry fell to low lev¬ 
els with the emergence of large scale excess capacity. It was in this 
climate that the Restrictive Practices Court considered the price 
agreements of the industry. The article considers the case and the 
industry’s main argument that the agreements were necessary to 
finance investment. 

A final section looks to pricing under nationalisation and argues 
for further flexibility in steel pricing. Scottish Jour, Pol. Econ., Feb. 
1968, J5(l), pp. 43-67 (English). University of Sheffield, UK 

Hubbard, N. S, Short Run Changes in Labor Productivity in United 

States Manufacturing, 1954-59, 

This study estimates the short run employment elasticity for the 
individual establishments in United States manufacturing with data 
collected by the Bureau of the Census for the Surveys of Manufac¬ 
tures. Using cross-section regression techniques for each of the years 
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from 1954 to 1959 the elasticity is approximately .55 for all the man¬ 
ufacturing establishments. This implies that on the average a one 
percent change in output will cause a change in labor productivity 
of almost one half percent. The hypotheses relating to labor rigidi¬ 
ties in the short run are supported by these findings. 

The stability of the employment elasticity over the cycle in busi¬ 
ness activity from 1954 to 1959 is impressive. Regardless of the 
amount of excess capacity in the economy, the elasticity is around 
.55. It was not possible to locate indications of diminishing returns 
as the economy expanded toward full utilization. 

Changes in the capital stock did not have any appreciable influ¬ 
ence on the output-employment relationship. This may be the result 
of labor rigidities, but it probably reflects the lumpiness of invest¬ 
ment and the dichotomy between expenditures and implementation. 

The capital-output ratio and the percentage of salaried employees 
have an impact on the employment elasticity. As they become 
larger, the elasticity declines because they increase the labor rigidi¬ 
ties facing the establishments. Over time these tw’o ratios tend to in¬ 
crease. Therefore it can be expected that in the future the employ¬ 
ment elasticity will fall from its value of .55. Yale Econ. Essays, Fall 
1968,8(2) English. 

Kamebschen, D. R. Market Growth and Industry Concentration. 

The thesis that industry growth tends to reduce the level of sell¬ 
ers' concentration is reviewed and empirically tested. The Nelson- 
Shepherd, et al., conclusion that market growth reduced concentra¬ 
tion between 1947 and 1928 does not receive positive support utiliz¬ 
ing the most recent data covering 1947 and 1963. These recent data are 
in some respects superior to and in otlier respects inferior to those 
available in the past. Both simple and multivariate statistical tech¬ 
niques were used to test the main hypothesis as well as several sup¬ 
porting theses. For instance the evidence suggests that, reversing the 
causality, the initial level of concentration has no significant influ¬ 
ence on an industry’s subsequent growth rate. Jour, Am. Stat. Assoc., 
March 1968, 63(321) English. University of Missouri 


Mancke, R. The Determinants of Steel Prices in the U.S.: 1947-1965. 
This paper analyzes steel prices from 1947-1965 in order to es- 
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tablish the timing and cause of the change from near constant in¬ 
crease to stability. It is assumed that the steel industry sets prices by 
imperfect collusion and gets as close to maximizing industry profits 
as incomplete knowledge and limited collaboration will permit; 
however, monopoly is not light-heartedly assumed. On the contrary: 
monopoly plus certain cost and demand conditions which are stud¬ 
ied in detail lead to some definite conclusions which are tested by a 
multivariate regression analysis and are not refuted. In particular 
the hypothesis that market pressure (as expressed through the inter¬ 
action of (1) demand, (2) supply, and (3) market structure, (or 
the degree of monopoly) rather than moral suasion (as expressed 
through the “Guidepo.sts” and President Kennedy’s War against “Big 
Steel”) has been responsible for steel’s price stability in the 1960s 
receives empirical support. Jour. Indus. Econ., Apr. 1968, 16(2), pp. 
147-60 (English). Cambridge, Mass. 02139 


Mauus, C. J. a Note on Mergers and The Business Cycle. 

This paper explores the conflicting views about the relationship 
between mergers and the business cycle which have been put for¬ 
ward by Professors J. W. Markham and R. L. Nelson. Both views 
have been expressed in publications sponsored by the National Bur¬ 
eau of Economic Research, and both writers have used what appear 
to be similar sources of data. Professor Markham concludes that 
there is no s\ich relationship, while Professor Nelson states that 
merger activity had tended to conform with changes in general busi¬ 
ness conditions. A thorough examination of the data reveal that not 
all the data sources are identical, and where they are identical the 
data have been used in differing forms, i.e., annual, quarterly and 
monthly. Other reasons for the conflict are the different tests of the 
proposed relationship which have been made, and different interpre¬ 
tations given to the results. This evaluation of the evidence supports 
Professor Markham’s view that mergers and the business cycle are 
unrelated, even when allowance is made for the longer time span 
considered by Nelson. One side issue which emerges from this dis¬ 
cussion is that the technique used by Nelson for comparing the turn¬ 
ing points of time series to establish lead and lag relationships in¬ 
volves considerable discretionary judgment. Who is to say whether a 
turning point of one series leads or lags that of another? Jour. Indus. 
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hcon., Apr. 1968, 16(2), pp. 99-105 (English). McMaster Univer¬ 
sity, Hamilton, Ontario 


Safahian, a. E. Country of Owners'hip and Performance of the Firm. 

It is widely believed in Canada that from the national point of 
view certain operating results of foreign-owned firms are inferior to 
those of resident-owned firms. This is assumed to arise from conflicts 
of interest in the international firm over the present use or future 
development of Canadian facilities and resources in relation to those 
located abroad. 

Data for the year 1959 were collected by interviews and question¬ 
naires from 280 foreign-owned firms accounting for 40 percent of di¬ 
rect investment assets in Canadian manufacturing, mining, and pe¬ 
troleum. A test was made of the proposition that minority Canadian 
ownership makes a difference in the performance of the firm, as im¬ 
plied in tax penalties for wholly-owned subsidiaries. It was found 
that firms with a minority share issue have a larger proportion of 
Canadian presidents and resident directors but do not differ signifi¬ 
cantly from the v'holly-owned firms in their exports, imports, and re¬ 
search in Canada. 

The relation of ownership to performance was tested more di¬ 
rectly by comparing 160 of the larger foreign-owned firms with 96 
larger resident-owned firms in broadly comparable industr}' groups. 
There was no significant difference between the two sets of firms in 
the proportion of output exported and in the numbers doing re¬ 
search and development in Canada, but the firms owned by non-res¬ 
idents tended to make more purchases outside Canada. 

Industrial structure may be a more significant determinant of per¬ 
formance. The data suggested that from the Canadian point of view 
the performance of these firms is better the larger they are, the more 
specialized they are, and the more their product is differentiated 
from that of the parent company. Econ. Record, March 1968, 
44(105), pp. 82-96 (English). University of Toronto 


ScHWABTz, R. A. Corporate Philanthropic Contributions. 

Corporate donations might represent a normal type of business ex¬ 
penditure and/or a form of through-tlie-firm consumption. This 
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paper first considers these two aspects of corporate giving, and then 
seeks to quantify the reaction of donations to changes in income 
(after tax profit), price (the compliment of the corporate profits tax 
rate), cash flow (income plus allowances for depreciation, depletion, 
and amortization) and advertising. 

An observed negative (elastic) response to the tax determined 
price variable and a positive (near unitary) response to income sug¬ 
gest that corporate giving is in part consumption oriented; a some¬ 
what greater response to cash flow than to income as well as a posi¬ 
tive relationship between giving and advertising suggest that the do¬ 
nations of corporations are, in part, profit motivated expenditures. 

Data employed in the analysis are compiled from the various an¬ 
nual editions of U.S. Office of Internal Revenue’s Statistics of In¬ 
come, Part II. Time series multiple regression tests were run for 
all industrial group standard industrial classification and for each of 
the nine major SIC groups. 26 observations were employed in these 
te.sts, extending from 1936 through 1961, with variables deflated into 
per corporation, constant dollar values. Tliree cross sectional sam¬ 
ples (1948, 1959, and 1960) are also subjected to multiple regression 
analysis; these tests utilize the 60 ob.servations available on the two 
digit SIC level. Jour. Finance, June 1968, 23(3) English. New York 
University 


Sm.N, T. Y. Competition, Technology and Market Shares. 

In this paper the role of technology in determining market share 
of manufacturing plants is investigated with the aid of a rectangular 
array of plant data. It is found that advanced technology increases 
the likelihood that a plant could maintain or expand its share of the 
market. However, relative superiority in technology of a given plant 
turns out to be generally transitory and appears to be related to the 
age of its machinery and equipment. Most of the market share 
change is in fact associated with the building of new plants and the 
abandoning of old plants. New plants enjoy a competitive advantage 
at times of rising wages because of their greater capital intensity. It 
is in this connection that technological progress and the change in 
the relative price of factors have the most significant impact on the 
competition for market. The transitory advantage based on ad¬ 
vanced technology also helps to explain the stable size distribution 
of plants despite technological progress in an industry. Rev. Econ, ir 
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Stat., Feb. 1968, 50(1) (English). Univcnsity of California, Davis, 
USA 


Sheridan, K. An Estimate of the Biisines.s Concentration of Aus¬ 
tralian Manufacturing Industries. 

This paper attempts to estimate business concentration in Austra¬ 
lian manufacturing industries in 1961-62. Tlie measure of concentra¬ 
tion employed is “the number of largest firms required to account 
for 80 percent of an industry’s gross output and/or employment.” 
The degree of concentration of 104 industries covering about 60 per¬ 
cent of total manufacturing work-force is calculated and shown in 
Table A. These industries are further classified into 8 groups of dif¬ 
fering degrees of concentration in Table B. Market behavior of in¬ 
dustries in each concentration group is examined briefly. The last 
two pages summarize the main findings of the study. Econ. Record, 
March 1968, 44(105), pp. 26-41 (English). University of Adelaide 


WAiaiS, T. J, Distilled Spirits and Interstate Consumption Effects. 

For a number of reasons the price of distilled spirits differs 
greatly among states. The existence of such price differentials to¬ 
gether with the fact that (at least small quantities of) distilled spir¬ 
its are easily transportable suggests tliat part of observed liquor 
sales in low priced states may be to residents of other states. It is the 
purpose of this paper to estimate the extent of such interstate liquor 
traffic. 

It is shown that interstate effects are significant and that their 
omission from a simple cross-section model depicting distilled spirits 
consumption leads to a serious overestimation of the price elasticity 
of demand. One interesting application of tlie model involves a de¬ 
termination for each state of the extent to which existing revenue 
from distilled spirits depends on interstate liquor traffic. New Hamp¬ 
shire and Vermont appear to be the main beneficiaries of out-of- 
state purchases, a cessation of which would reduce tax revenue from 
the sale of distilled spirits by approximately 53 and 26 per cent, re¬ 
spectively, in these two states. Massachusetts, Kentucky, and Mary¬ 
land are suffering the highest per cent losses in tax revenues with 
values of 4.2, 8.4, and 6.1 percent. 

Finally, although the existence of large price differentials makes 
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the problem of interstate purchases particularly relevant for distilled 
spirits, clearly tlie applicability of the model is not restricted to this 
classification of goods or areas. That is, the technique may be useful 
in studying neighboring states with diflFerent general sales tax rates, 
or different excise tax rates (such as on cigarettes) for example, and 
in studying problems involving areally distributed demands not re¬ 
lated to state boundaries. Am. Econ. Rev., Sept. 1968, 58(4) En¬ 
glish. University of Pennsylvania, USA 


Wallace, W. H., Naylob, T. H. and Sasseb, W. E. An Econometric 

Model of the Textile Industry in the United States. 

A nine-equation econometric model of the United States textile in¬ 
dustry is developed for the purpose of explaining determinants of 
change in key variables which indicate industry performance. The 
model is a system of linear recursive regression equations, the pa¬ 
rameters of which are estimated from monthly series of data cover¬ 
ing the period, January 1951, through December 1962. The parame¬ 
ters relate certain exogenous and predetermined endogenous vari¬ 
ables to apparel demand, apparel output, textile demand, textile out¬ 
put, and employment, hourly wages, prices, profit, and investment 
for the industry. These equations are found to fit the data well, and 
the authors make use of the model in a separate paper for purpose.s 
of computer simulation of textile industry behavior. 

Tire period covered in the study is of a somewhat different nature 
from earlier periods in the history of the textile industry—the twelve 
years analyzed representing a period of relative stability and pros¬ 
perity. A preliminary spectral analysis led to the conclusion that the 
two-year textile cycle, which had historically reflected the highly 
unstable nature of the textile industry, no longer exists. Certain in¬ 
ferences may be drawn from the model with regard to policy, but 
the purpose of the paper is not basically to make policy suggestions. 

The autocorrelation problem, which arises due to the use of 
monthly time series, is considered. Durbin-Watson statistics are cal¬ 
culated and tests are made of the hypothesis of no positive auto¬ 
correlation. Where the hypothesis is rejected, the Theil-Nagar trans¬ 
formation is performed, and the individual equations involved are 
re-estimated using transformed variables. A revised model, presum¬ 
ably free of first-order autocorrelation is presented. Very little ex¬ 
planatory power is lost as a result of the transformation, and the 
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equations of the resulting revised model remain significant in all im¬ 
portant respects. Rev. Econ. 6- Stat., Feb. 1968, 50(1) (English), 
Federal Reserve Bank of Richmond, and Duke University, USA 


Webb, M. G. Some Aspects of Nuclear Power Economics in the 
United Kingdom. 

The economic outlook for nuclear power stations in the United 
Kingdom has been constantly changing over the last ten years. Some 
questions relating these changing economics are analysed in this 
paper, which is in four sections. First, some of the principal factors 
causing the generating costs of tlie early nuclear stations to be much 
higher than forecast are considered. Then an analysis is made of the 
costs incurred by the late commissioning or below estimated avail¬ 
ability of the nuclear stations. These costs are showm in some cases 
to be substantial. The remainder of the paper considers the validity 
of some of the original costing assumptions given the benefit of 
hindsight and also looks at some of the achievements of nuclear 
electricity economics over the last decade. Scottish Jour. Pol. Econ., 
Feb. 1968, 15(1), pp. 22-42 (English). University of Leicester, UK 

Block, H. J. and Verstraelen, R. F. Beschouwingen over de rol van de ac¬ 
countancy in het raara van de fasie van ondememingen. Econ. en Soc. 
Tijdschrift, Dec. 1967, pp. 605-24. 

Cazzanica, V. La crisi del Medio Oriente e il sistema petrolifero intemazionale. 

(With English summary.) Mondo Aperto, Feb. 1968, pp. 1-11. 

Cesarani, L. La distribuzione dei negozi al dettaglio. Riv. Internaz. di Sci. 
Econ. e Com., Feb. 1968, pp. 185-97 

Clever, P. Mode und Bekleidungsvcrbrauch. (With English summary.) Zoit- 
schr. f. allgemeine und textile Marktwirtschaft, 1968, 1(1), pp. 9-48. 
Couturier, J. J. Fiscale aspecten van de hergroepering van ondememingen 
Econ. en Soc. Tijdschrift, Dec. 1967, pp. 581-604. 

Curry, R. L., Jr. The Webb-Pomerene Law: a continuing eontroversey. Quait 
Rev. Econ. Bus., spring 1968, pp. 27-37. 

d’Oultremont, F. Le rdle moteur des grandcs entreprises internatiouales dans 
le march6 mondial. Econ. en Soc. Tijdschrift, Dec. 1967, pp. 5.31-42. 
Fiuppi, E. Le duecento maggiori societi industriali italiane. L Impressa, Jan.- 
Feb. 1968, pp. 17-29. 

Frumento, a, and Turolia, O. 1 baricentri siderurgici italiani fra il 1949 e il 
1971. Riv. Inteniaz. di Sci. Econ. e Com., March 1968, pp. 215-67. 

Gantt, A. H. 11 and Dutto, G. Financial performance of government-owned 
corporations in less developed countries. Internet. Mon. Fund Staff Papers, 
March 1968, pp. 102-42. 

George, K. D. Goncentration, barriers to entry and rates of return. Rev. Econ. 
Stat., May 1968. 

Goris, R. Menselijke aspecten. Econ. en Soc. Tijdsclirift, Dec. 1967, pp. 625-32. 
Gormn, J. R. and Yamey, B. S. Professor Bork on vertical price fixing, a ic- 
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joinder. Reply by R. H. Bork. Yale Law Jour., April 1968, pp. 938-64. 
Hall, G. R. Defense procurements and public utility regulation. Land Econ., 
May 1968. 

Houssiaux, J. and Le Goc, M. Les concentrations dans les strategies d’entre- 
prise. Econ. ct Soc., March 1988, pp. 689-711. 

Kennedy, C, J. An American railroad in the airline business. Nebraska Jour. 
Econ. Bus., spring 1968, pp. 15-30 

Ki.shava, G. P Price policy in public enterprises. Asian Econ. Rev., Nov. 1967, 
pp. 30-50 

Macesich, G. and Haulman, D. A. La parte della Small Business Administra¬ 
tion nello sviluppo regionale degli Stati Uniti. (With English summary.) Riv. 
Intcrnaz, di Sci. Econ. e Com., Jan. 1968, pp. 40-52. 

MArsovid, D Die Schiffsbauindustrie Jugoslawiens. Der Donaiiraum, 1967, 
12(4), pp. 217-22. 

Nedee, F. Fusies. (With English summary.) Econ. en Soc. Tijdschrift, Dec. 
1967, pp. 497-512. 

Rinichaht, }. F,. AND Lauid, W. E. a refinement of local industry subsidy tech¬ 
niques. Mississippi Valley Jour. Bus. Econ., spring 1968, pp. 90-99. 

Rootrnii, F. and Kempeners, A. Concentratie in een groeiende marketecono- 
ime. (With English summary.) Econ. en Soc. Tijdschift, Dec. 1967, pp. 
543-62. 

Romhouts, T. Do werknemers en de fusie. Econ. en Soc. Tijdschrift, Dec. 1967, 
pp 633-37. 

Sadoo, P. Les causes de la concentration et la n6eessit6 d’une politieme en face 
de ce piocessiis. (With English summary.) Econ. cn Soc. Tijdschrift, Deo. 

1967, pp. 513-30. 

Sjienoy, S R. a note on Mr. Sandesara’s critique. Indian Econ. Jour., April- 
June 1967. 

Sket.t, T. H. H. An abundance of oil in Iran. Westminster Bank Rev., Feb. 

1968, pp. 46-58. 

SoKOLOFF, G. L’industrie chiiniquc sovietique. Econ. et Soc., Feb. 1968, pp. 
445-505. 

Thielfmans, E. De concentratie en de zelfstandige middelgrote en kleine 
ondernemingen. Econ. en Soc Tijdschrift, Dec. 1967, pp. ^7-44. 

ViGNES, D. De Europese handelsvenuootschap: stand van zaken. (With Eng¬ 
lish summary.) Econ en Soc. Tijdschrift, Dec. 1967, pp. 563-80. 
WEroENBAUM, M L. Concentration and competition in the military market 
Quart. Rev. Econ. Bus., spring 1968, pp. 7-17. 

Yobdan, W. J. Regulation of intercity bus faics: the problem of cost analysis. 
I-Kind Econ., May 1968. 



Land Economics; Agricultural Economics; 
Economic Geography; Housing 

Adams, F. G. and Milgram, G. with Green, E. W. and Mansfielp, 
C. Undeveloped Land Prices During Urbanization; A Micro- 
Empirical Study Over Time. 

This study is concerned with explaining the price of urban land 
during urbanization, with particular emphasis on its movement over 
time. Various characteristics of the land traded may explain its price 
in the cross section. Since, over time, the qualities of the land traded 
tend to change, the cross section effects must be allowed for to dis¬ 
entangle the movement of prices over time. An empirical analysis of 
a pooled cross section over time consisting of 1111 land transactions 
in Northeast Philadelphia over the period 1945-62 tends to support 
theoretical reasoning. In the cross section, prices of residential land 
are related to time-distance from downtown and from the main traf¬ 
fic artery, to availability of transportation, to the state of the land 
and to its zoning. Similar, though less satisfactory, results are ob¬ 
tained for commercial and industrial properties. Once the cross sec¬ 
tion variables have been allowed for, the long run trend of prices for 
residential and commercial land is clo.se to a normal return in accord 
with the notion that the development trend of the Northeast Phila¬ 
delphia area was anticipated early and capitalized into real estate 
values. However, for industrial properties the growth rate of prices 
is very high so that substantial shifts in anticipations must have oc- 
cured or the analysis has failed to hold constant for the changing 
characteristics of industrial properties. In accord with theoretical ex¬ 
pectations, deviations of prices from the growth path over time 
move inversely to interest rates and show positive relationships with 
construction activity and general economic conditions. Rev. Econ. b 
Stat., May 1968, 50(2), (English). University of Pennsylvania, USA 


Boussabd, J. M. a Model For the Study of Farmers Long Run 
Decisions. 

This article deals with the main characteristics of a descriptive 
multiperiodic linear programming model of farmers’ long run deci¬ 
sions. The originality of this model lies in the following three points: 
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(1) Account of uncertainty is taken through an extension of a pre¬ 
vious model by Boussard and Petit, itself based on Shackle’s analysis 
of expectations. (2) The choice between present and future con¬ 
sumption IS not determined by a discount rate, as is generally the 
case. Instead, a Keynesian consumption function is defined. (3) 
Consequently, the objective function is not an anticipated dis¬ 
counted income flow, but the net worth of the firm at the end of the 
planning horizon. 

Tlie results show that such a model is able to describe farmers’ 
behavior in a great v'ariety of situations, and to relate the crop sys¬ 
tems of a farm to the structure of its balance sheet. Thus, this model 
seems to be a promising tool for those who try to predict the affects 
on farmers of any foreseen policy. Rev. dEcon. Pol., 1967, 77(6), 
French. 


Colwell, B. J. Natural Gas Area Pricing: Economic and Legal 

Considerations. 

The Federal Power Commission has made its first decisions in¬ 
volving rate setting for all producers in a geographic area engaged 
in the interstate sale of natural gas. This case is a direct descendent 
of the 1954 Phillips Petroleum decision and is destined eventually to 
be tested in the United States Supreme Court. A review of the Com¬ 
mission’s decision points to the conclusion that the agency is on 
sound ground administratively, economically and constitutionally. 

Administratively, a case by case evaluation of each firm’s cost 
would be impossible; traditional public utility regulation could not 
be achieved in this manner. However, consistant witli the philoso¬ 
phy that regulation is to produce the results which would be most 
closely approximated m a competitive market, the Commission has 
decided that price should be based on average total costs for the in¬ 
dustry as a whole. However, to encourage gas well gas exploration, 
the Commission allowed higher prices for new gas than for wells 
brought into production prior to 1960. This, the Commission asserts, 
will insure adequate supplies. 

Decisions by the United States Supreme Court since 1931 indicate 
that area price control will not violate constitutional standards’ “due 
process of law.” The Commission has made allowance for “hardship 
cases” and provided a framework within which adjustments can be 
made, when necessary, to allow competitive elements of entrepre- 
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neurship to operate while, at the same time, negating the monopolis¬ 
tic tendencies in the industry. Southwestern Soc. Set. Quart., Sept. 
1968, 48(2), pp. 201-10 (English). The University of Texas, Austin 


Cowling, K. and Metcalf, D. Labour Transfer from Agriculture: 

A Regional Analysis. 

This paper seeks to explain the year to year variability in the out¬ 
flow of hired labour from agriculture in the U.K. over the period 
1960-64. As national statistics conceal important regional differences 
the basic unit of observation is the Ministry of Labour Region. Lack 
of regional data on wages preclude observations prior to 1960. Two 
l)asic models are presented. Model I: regional data are pooled (9 re¬ 
gions over 5 years); Model II: observations are grouped into regions 
of high and low labour demand and separate relations are estimated 
for each group. The dependent variable is the yearly percentage 
change in the hired agricultural labour force. It is necessary to cal¬ 
culate this variable in percentage terms to normahse regional differ¬ 
ences in the absolute size of the agricultural workforce. The explan¬ 
atory variables included in the analysis are: availability of alterna¬ 
tive employment opportunities; ratio of agricultural earnings to in¬ 
dustrial earnings; a measime of regional industrialization; ratio of ag¬ 
ricultural earnings to agricultural product prices; age; education; 
time trend; regional dummy variables. Both the level and change of 
unemployment (which are proxies for alternative employment op¬ 
portunities) appear as important explanatory variables. A clear di¬ 
chotomy exists in regional differences in responsiveness to variations 
in the local unemployment level, outmigration being very sensitive 
to variations in unemployment in high labour demand regions but 
less so in low labour demand regions. The earnings differential and 
time trend both appear important explanatory variables. The impor¬ 
tance of the time trend variable hinges on the fact that whilst abso¬ 
lute outmigration, after allowing for cyclical factors, remains ap¬ 
proximately constant, this represents an increasing percentage out¬ 
migration because of the declining agricultural labour force. The 
impact of the other explanatory variables is not clearly establislied. 
In the hght of the importance of unemployment a further model 
(Model III) is also presented where relationships between outmi¬ 
gration and unemployment over an extended time series (1950-63) 
are analysed. The policy implications of the effect of changes in the 
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explanatory variables on the size of labour transfer from agriculture 
are presented. Manchester School, March 1968, English. 


Chamer, 3- S. a Sample Survey of Housing and Rents, Amsterdam, 

1962 (Woonruimte, huren en woonwenscn van Amsterdamse 

gezinnen in 1962) 

This is an analysis of the sample survey returns of some 200 homo¬ 
geneous households who were asked for both actual and desired 
housing accommodation and rent, for their intention to move and 
for their income. These households are divided into four groups by 
two family sizes and by the intention to move, and several relations 
are studied by a covariance analysis based on the individual house¬ 
hold data. The main objects of the analysis are (i) to establish 
Engel airves for housing space (number of rooms) and quality 
(rent per room), (ii) to compare these relations for actual and de¬ 
sired values, and (iii) to assess what rent levels would be accept¬ 
able in the absence of rent control which is still enforced. The main 
result is that the households’ wishes follow the same pattern as their 
actual conditions; the income elasticity of quantity demand for hous¬ 
ing varies from .25 to .40 with family size and with the intention to 
move, and for the desired accommodation the same elasticity is 
about .30. The income elasticities of housing quality (rent per 
room) is uniformly .35 for all households and for both actual condi¬ 
tions and the households wishes. The maximum acceptable rent 
level -f which varies from 20 percent to 15 percent of income + is 
finally obtained by determining at what level desired rent and ac¬ 
tual rent coincide so that the household does not envisage a further 
increase in hou.sing expenditure. De Economist, March-Apr. 1968, 
116(2), pp. 198-215 (Dutch). Instituut voor Actuariaat en Econo¬ 
metric, Nw. Achtergracht 170, Amsterdam 


Hakhis, R. N. S., Tolley, G. S. and Habrell, C. The Residence .Site 
Choice. 

Much theorizing has concentrated on travel savings motives as an 
influence on residential land use, ignoring amenity characteristics in¬ 
cluding beauty and neighbors which influence family choice of resi¬ 
dential site. TTie present article develops a framework based on con- 
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sumer demand theory for considering amentity in addition to travel 
cost considerations. 

A way of measuring the travel savings and amenity components of 
land value is suggested, and consists of estimating the travel savings 
component as being the difference between actual travel costs and 
hypothetical travel costs if residence were at the low rent margin at 
the edge of the city. Residential land values are analyzed for Ra¬ 
leigh, North Caroliiia. Making use of a travel habits survey, amenity 
and travel savings components of land values are estimated and are 
both found to be substantial. 

Reasonable results are obtained from regression analyses relating 
amenity values to supply attributes and relating amenity expendi¬ 
tures, lot size and travel to demand attributes with income foimd to 
be consistently significant. Estimates for low income families of neg¬ 
ative amenity, and for high income families of income elasticity of 
demand for amenity in the range of 2.5 to 4, indicate that amenity is 
one of the main commodities people wish to acquire when their in¬ 
comes rise. Rev. Econ. ir Stat., May 1968, 40(2), pp. 50-155 (En¬ 
glish). Organization for Economic Co-operation and Development 
University of Chicago and North CaroHna State University, Raleigh 


Hsieh, S. C. and Ruttan, V. W. Environmental, Technological, and 

Institutional Factors in the Growth of Rice Production: Philip¬ 
pines, Thailand and Taiwan. 

Prior to the mid 1920s differences in rice yields among the Philip¬ 
pines, Thailand and Taiwan, and among regions within each coun¬ 
try, were due primarily to differences in the environmental condi¬ 
tions under which rice was grown rather than to technological, eco¬ 
nomics on social differences. Following the development of the pon- 
lai varieties by the Japanese in Taiwan in the mid 1920s technology 
became a dominant variable explaining both the rapid increase in 
rice yields in Taiwan and the higher yields in Taiwan than in the 
other two countries. Since World War II institutional factors, includ¬ 
ing (a) the development of farmers associations into effective farm 
supply, marketing and extension institutions and (b) the land re¬ 
form of the early 1950s have also contributed to increase in yield. In 
the Philippines and Thailand differences in yield between the two 
countries and among regions within each country are still primarily 
due to differences in environmental conditions under which rice is 
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gown. UTieii difference’s in season (wet or dry) and water treatment 
(irrigated, rainfed or upland) are taken into consideration, very lit¬ 
tle difference in yield is left to be explained by such factors as new 
varieties, differences in cultural practices, more intensive use of 
technical inputs, or differences in economical and social institutions. 
New varieties similar to those that were developed in Taiwan in the 
mid 1920s are now being developed for use in the Philippines and 
Thailand. It seems likely that basic deficiencies in the sequence of 
development programming may prevent the Philippines and Thai¬ 
land from achieving rapid increases in national average yields. In 
both countries institutional developments preceded the develop¬ 
ment of effective yield increasing technology. Neither the Philip¬ 
pines or Thailand is yet placing major emphasis on investment in 
the development in the irrigation systems designed to provide a de¬ 
pendable water supply during both the wet and dry seasons to a sig- 
nificiuit portion of their rice production areas. Food Research Inst. 
Studies, 1967, 7(3) pp. 307-41 (English). Asian Development Bank, 
Maria and University of Minnesota 


Miller, T. A. The Relationship of Wheat Planted to Wheat Allot¬ 
ments in the Great Plains. 

The wheat allotment level is one of the key variables controlled 
by U. S. agricultural policy makers with the goal of maintaining 
small but adequate wheat carryovers and some degree of price sta¬ 
bility in the market place. Multiple regression techniques are used 
in this article to estimate the acres of wheat planted in the Great 
Plains wheat producing areas as a function of government wheat al¬ 
lotment levels. Increased knowledge of the relationship between al¬ 
lotments and the acres of wheat planted should aid in the determi¬ 
nation of future wheat allotment levels. 

As an example in 1968, the U. S. national wheat allotment was de¬ 
creased from 68.2 million acres to 59.3 milhon acres, a reduction of 
about 13 percent. The analysis of this article suggests that the acres 
of wheat planted in tlie defined Great Plains region will decrease by 
3.3 million acres or by about 10 percent as a result of this reduction 
in allotments. 

The model used in this analysis is rather imsophisticated from a 
statistical standpoint but still provides a regional estimate with a 
standard error of about two percent of the true acreage of wheat 



743 


Subjects 

planted. This degree of accuracy, when considered in light of the 
relative ease of analysis, suggests that the technique can be both 
efficient and timely. Agric. Econ. Research, April 1968, 20(2), pp. 
57-63 (English). Colorado State University, Fort Collins 

ScHAiXER, W. N. A National Model of Agricultural Production 

Response. 

To formulate intelligent plans, policymakers need reliable and 
timely estimates of farmers’ aggregate production response to 
changes in prices, costs, input supplies, technology, and Government 
supply programs. To help meet these needs, the Farm Production 
Economics Division of tlie Economic Research Service, USDA, is de¬ 
veloping a research “process” that presently focuses on the construc¬ 
tion and testing of a national programming model of response in 
major field crops (cotton, wheat, feed grains, and soybeans). 

The national model is based on the cobweb principle and includes 
about 85 aggregate production submodels for major producing areas 
and farming situations. Recursive linear programming, with flexibil¬ 
ity restraints on changes in acreage from a given year, is used to es¬ 
timate production in the next year. The effects of aggregate output 
on product prices are determined as a separate step. Resulting 
prices and other model data are incorporated in each of the produc¬ 
tion submodels and response is then estimated for the subsequent 
year—and so on. 

A historical test (1960-1964) of the model’s performance, looking 
only one year ahead, was completed in 1966. The model was up¬ 
dated in 1967 and used for an ex ante analysis of response in 1968. 
Plans call for an annual updating and application of the model to 
farm policy questions. Model and data improvements will be made 
over time and the program will be broadened to include comple¬ 
mentary formal techniques as well as a blending of formal and in¬ 
formal research methods. Agric. Econ. Research, April 1968, 20(2), 
pp. 33-46 (English). USDA, Washington, DC 


Tweeten, L. The Demand for United States Farm Output. 

Policies of restricting production to raise farm income have been 
predicated on the assumption that the demand for farm output is 
inelastic. No estimate previously had been made of this important 
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elasticity parameter. This shidy was initiated to help fill this funda¬ 
mental gap in knowledge. To do so, the demand for farm output 
was divided into three categories, food (and feed), cotton and to¬ 
bacco, and each of these categories was further divided into domes¬ 
tic and export portions. Distributed lag equations with separate lags 
on the price and income variables, along with a first order auto¬ 
regressive scheme, were used to estimate the domestic demand for 
food in the U.S. Domestic demand and supply elasticities in each 
foreign county, with adjustments for institutional factors such as 
variable levies and lack of foreign exchange, were aggregated to 
form an estimate of the elasticity of export demand for U.S. farm 
output. Previous estimates of the elasticities completed the needed 
components, which were then aggregated to estimate the total elas¬ 
ticity of demand for farm output. The results indicate that the price 
elasticity of demand for U.S. farm output is approximately —.3 in 
the short-run, —.5 in the intermediate run and —1.1 in the long run. 
The elastic long term demand for total farm output and the elastic 
demand for U.S. farm exports both in the intermediate and long run, 
if correct, call for a major reexamination of farm policies. Food Re¬ 
search Inst. Studies, 1967, 7(3), pp. 343-69 (English). Oklahoma 
State University 

Tweeten, L. G. Strickland, P. L. and Plaxico, J. S. Interregional 

Competition in Cotton Production. 

A regional research project (S-42) has provided information 
which can be used to estimate the location of cotton production in 
the absence of cotton allotment restrictions. The research deter¬ 
mined the most profitable combination of enterprises for individual 
representative farms for different resource situations for the various 
cotton producing areas. These combinations were determined as¬ 
suming no allotment restrictions and for various price levels for cot¬ 
ton. These results were used with appropriate weights to determine 
area and regional aggregate acreage and production at the various 
price leveb. 

The programmed estimates of the output of cotton for selected 
prices ranging from 15 to 35 cents per pound are interpreted as the 
normative supply of cotton in the absence of allotments given the 
other assumptions of the study. These estimates were compared with 
estimates of the aggregate domestic and foreign demand to deter- 
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mine market equilibrium. This occurred at about 17 million bales 
and 21 cents per pound. 

In 1962, cotton was produced under allotments at an average sup¬ 
port price of about 32 cents per pound. The market shares of cotton 
for the Southeast, Mississippi valley, Oklahoma and Texas, and Cah- 
fomia regions were 18, 33, 36 and 15 percent respectively. With no 
allotments and free market equilibrium, the market shares for these 
regions were estimated to be 19, 30, 32 and 19 percent Thus a free 
market situation as estimated by the S-42 study would not materially 
alter the regional distribution of cotton production. Agric. Econ. Re¬ 
search, April 1968, 20(2), pp. 47-56 (English). University of Okla¬ 
homa, Stillwater 

White, L. B. The Use of Cost Data in Private Antitrust Cases. 

An industry which has been involved in a price fixing conspiracy 
cannot use cost in defending itself in a treble damage suit unless it 
can establish what its cost would have been in the absence of the 
conspiracy. The actual costs of the firms involved are not valid in 
this instance; however, these costs can be compared to and adjusted 
by; (1) Costs of firms in the industry but not in the conspiracy. (2) 
Costs of firms not in the industry or conspiracy but using similar 
techniques of production. (3) Costs of foreign firms (using adjust- 
ment.s for wages and productivity). (4) Costs of firms in the industry 
and in the conspiracy for time periods before and after the conspir¬ 
acy. 

Using these adjustments, an index of direct costs for the industry 
can be produced. Although this index carmot be used to establish 
price, it can be used as an argument that price in the industry 
would not have been below a certain level. Calculation of this form 
of cost index which would represent costs in the absence of a con¬ 
spiracy is rather cumbersome. However, its value to either plaintiff 
or defendant could prove to be not insubstantial. Antitrust Bull. 
Winter 1967, pp. 1091-1098. 


Yamada, S. Changes in Output and in Conventional and Noncon- 
ventional Inputs in Japanese Agriculture Since 1880. 

Changes in output and in the use of conventional and nonconven- 
tional inputs in the course of Japan’s agricultural development have 
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been examined in this paper. The analysis supports the view that 
“technical progress” which resiJted in an increase in output consid¬ 
erably greater than the associated increase in conventional inputs 
has been a highly important feature of agricultural development in 
Japan. And the importance of nonconventional inputs in relation to 
the “technical progress” is stressed. It has been suggested that agri¬ 
cultural development in Japan can be demarcated into four phases: 
Phase I, a phase of modernization from 1880-85 to 1915-19; Phase II, 
a period of relative stagnation from 1915-19 to 1935-39; Phase III, a 
period of backwardness from 1935-39 to 1945-49; and Phase IV, the 
phase of increasing capital intensity from 1945-49 to 1955-59. 

During the periods of rapid expansion of farm output—Phase I 
and Phase IV—there appears to have been a high degree of comple¬ 
mentarity between the conventional and nonconventional inputs. 
Among the conventional inputs the increased use of fertilizer and 
other variable inputs was clearly of strategic importance. Agricul¬ 
tural research, rural education, extension and other diffusion activi¬ 
ties, and outlays to strengthen the agricultural infrastructure were 
all important nonconventional inputs. Research seems to have been 
a crucial factor in both the later period of Phase I (1897-1917) and 
Phase IV. There is an indication that the rate of return to education 
was particularly high during the early decades of Japan’s modern 
economic growth whereas the investments in the agricultural infra¬ 
structure were especially significant during Phase IV. Diffusion ac¬ 
tivities were of great importance particularly in Phase I, but the gov¬ 
ernment outlays in that category during Phases II and III seem to 
have been inefficient means of fostering technical progress. Food 
Research Inst, Studies, 1967, 7(3), pp. 371-413 (English). Univer¬ 
sity of Tokyo 

Aymabd-Faillebin, M. Progr^s et freins de Tagriculhire Kazakhe. Econ. ct 
Soc., Feb, 1968, pp. 193-302. 

Bentley, W. R. Forest Service timber sales: a preliminary evaluation of policy 
alternatives. Land Econ., May 1968. 

Bubstein, J. New techniques in public housing. Law and Contemp. Prob., 
summer 1987, pp. 528-49. 

Carlin, A. The Grand Canyon controversy: lessons for federal-cost benefit prac¬ 
tices. Land Econ., May 1968. 

Cepede, M. Analyse statistique de I’emploi agricole. Econ. et Soc., Jan. 1968, 
pp. 41-58. 

Chau, Y. P. and Durham, H. C. Land distribution in densely populated de¬ 
veloping countries. Am. Jour. Econ. Soc., April 1968, pp. 161-70. 

Clark, R. J. Land reform and peasant market participation on tlie northern 
higlilands of Bolivia. Land Econ,, May 1968. 
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IJooTNEH, P. H. Speculation and hedging. Food Research Inst. Stud , 1967, 7 
suppl., pp. 85-100. 

CoBD, S. B. Tax-sharing plan geared to urban renewal. Am. Jour. Econ. Soc., 
April 1968, pp. 155-60. 

Chameb, C. a. Interconnection and peak responsibility in the natural gas pipe¬ 
line industry. Land Econ., May 1968. 

Davis, T. L. Cooperative self-help housing. Law and Contemp. Prob., summer 
1967, pp. 409-15. 

Ditwiler, C. D. Institutional constraints and economic optima: a basis for 
management decisions in intramural water transfer. Land Econ., May 1968. 

Douglas, J. S. Land-rescue agriculture; three-dimensional forestry. Impact of 
Sci. on Society, 1968, J8(l), pp. 5-25 

Dutta, N. C. Share tenancy system in India. Econ. Affairs, Jan.-Feb. 1968, 
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Edgley, C. K., Steglich, W. G. and Cartwmcjht, W. J. Rent subsidy and 
housing satisfaction. Am. Jour. Econ. Soc., April 1968, pp. 113-24. 

Fitzpatrick, B. T. FHA and FNMA assistance for multifamily housing. Law 
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Jan.-Feb. 1968, pp. 50-69. 

!3nAy, R. W. Price effects of a lack of speculation. I'ood Research Inst. Stud., 
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jRiER, G. C. The Negro ghettos and federal housing polic>. Law and Con¬ 
temp. Prob., summer 1967, pp. 550-60. 

fjRObSMAN, P. A note on agricultural employment in the USSR. Soviet Stud., 
Jan. 1968, pp. 398-404. 

dowE, C. W. Water resources and regional economic growth in tlie United 
States, 1950-1960. So. Econ. Jour., April 1968, pp. 477-89. 

NK, D. a. The Department of Housing and Urban Development—building a 
new federal department. Law and Contemp. Prob., summer 1967, pp. 375-83. 
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Econ. et Soc., Jan. 1968, pp. 129-78. 
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April 1968, pp. 31-36. 

Larson, A. B. Price prediction on the egg futures market. Food Research Inst. 
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Ledbetter, W. H., Jr. Public housing—a social experiment setks acceptance. 
Law and Contemp. Prob., summer 1967, pp. 490-527. 

LONG, W, 11, City characteristics and the demand for interurban air travel. 
Land Econ., May 1968. 

Loshbough, B. E. Rehabilitation of housing: federal programs and private 
enterprise. Law and Contemp. Prob., summer 1967, pp. 416-38. 

Luttrell, C. B, Efficiency of credit flows into agriculture. Univ. Missouri Bus, 
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Bubrows, P. Manpower Policy and the Structure of Unemployment 
in Britain. 

This article analyses the structure of unemployment in Britain 
with particular reference to the problems of long-term unemploy¬ 
ment and the regional incidence of unemployment. It is argued that 
British regional unemployment is a compound of cyclical and struc¬ 
tural elements and that long-term unemployment is increasing in se¬ 
verity and is linked to regional variations in labour market condi¬ 
tions. In the light of the statistical analysis conclusions are drawn for 
manpower policy. A number of measures to reduce cyclical imem- 
ployment in the regions are considered and the relevance of the pro¬ 
posed Regional Employment Premium to cyclical problems is ques¬ 
tioned. The discussion of manpower policy aimed at reducing struc¬ 
tural imbalance in regional labour markets is limited to a critique of 
the advocacy of industry-location or of labour-mobility measures as 
general “solutions.” A plea is made for a more selective approach to 
regional structural unemployment, and a brief appraisal made of the 
Regional Employment Premimn in the context of regional structin-al 
unemployment. Finally, supplementary measures to reduce long¬ 
term unemployment are outlined. Scottish Jour. Pol. Econ., Feb. 
1968, 15(1), pp. 68-83 (English). University of York, U.K. 

David, M. H. and Otsuki, T. Forecasting Short-Run Variation in 
Labor Market Activity 

This study examines the Markov matrix that determines transi¬ 
tion of individuals between the states of employment, unemploy¬ 
ment and non-labor force participation. From one period to the next 
an individual worker may change his state from one of these states 
to another, and a model is formulated to estimate these transition 
probabilities. Because of limited availability of the data, some of 
these transition probabilities must be estimated in indirect ways. 
The authors have shown that estimates can be obtained by using de¬ 
finitional constraints of the model and making hypothetical assump¬ 
tions about the relationships among the transition probabilities. It is 
in particular shown that use can be made of the number of persons 
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unemployed by duration in this framework. A logically possible pa¬ 
rameter space of the postulated relationships for flows in and out of 
unemployment is presented. 

The remaining part of the article is devoted to the preliminary re¬ 
sults of the regression analysis of the computed probabilities of re¬ 
maining unemployed upon the variables reflecting the market condi¬ 
tions. It is shown that (1) the rate of change in unfilled orders is 
seemingly a better explanatory variable than the Federal Reserve 
Board production index, sales, new orders, (2) the lagged indepen¬ 
dent variables are more appropriate than the current variables, and 
the quit rate has a significant interdependency with the current 
probability of remaining unemployed. Rev. Econ. ir Stat., Feb. 1968, 
50(1}, (English). 


EcKSTt-iN, O. Money Wage Determination Revisited. 

This paper reviews variou.s hypotheses that have been advanced 
recently to explain the movement of money wages in U.S. manufac¬ 
turing in the light of the experience of the mid-1960s. The major 
conclusions are these: (1) There are several hypotheses which com¬ 
bine variables reflecting the state of the product and labor markets 
tliat provide good statistical explanations of the wage record up to 
1964. (2) Correction for the changes in the industrial mix of em¬ 
ployment and for the timing of wage changes caused by long term 
contracts improves the results. Equations which combine the key- 
group, wage-round approach with short-run influences of unemploy¬ 
ment and consumer prices appear to give better results than pure 
short-run or pure wage-round equations. (3) The approach ad¬ 
vanced recently by Kuh, stressing value productivity and an adjust¬ 
ment process, is very similar to the earlier product plus labor market 
approaches. In durable manufacturing, the only sector for which the 
statistical tests were performed, equations using unemployment, 
consumer prices and profits, and corrected for employment mix and 
long term contracts, provide better explanations than a short-run 
value productivity approach. (4) From 1964 to 1966 actual wage in¬ 
creases were substantially less than all previous equations would es¬ 
timate. Among the factors that have been advanced to explain this 
phenomenon are the government’s guidepost policies, the previous 
moderate behavior of consumer prices, concern with non-wage mat¬ 
ters such as work rules and seniority, and increased international 
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competition. These factors surely played a role, but it is difficult to 
establish their exact quantitative importance. Siraler and Telia have 
advanced the “labor reserve” hypothesis which adds the “hidden un¬ 
employed” to the usual unemployment measures. They obtained a 
wage equation which successfully copes with the observations of 
low wage increases during the prosperous years from 1964 to 1966. 
The Simler-Tella results stand up well when tested with the present 
data. However, the implied elasticity of wages with respect to “hid¬ 
den unemployment” is unrealistically large, so there appears to be a 
fortuitous element in the recent success of this equation. Nonethe¬ 
less, Simler and Telia do establish that changes in the age composi¬ 
tion of the labor force are a significant influence on wage move¬ 
ments. Rev. Econ. Studies, Apr. 1968, 35-2(102), pp. 133-44 (En¬ 
glish). Harvard University, USA 


Fubstenberg, F. Labour Mobility as a Factor of Economic Growth 

(Die Mobilitdt der Arbeitskraft als Wachstuimfoktor). 

The present state of Western German economy offers chances for 
substantial future economic growth mainly through quahtative 
changes in given combinations of production factors. Therefore 
structural changes in the labour force are unavoidable. 

Some secular trends in labour mobility accompanying economic 
growth can be observed: sectoral mobility towards industries with 
a high degree of concentration and towards service industries, occu¬ 
pational mobility towards semi-skilled jobs of blue-collar workers 
and towards jobs of white-collar workers, at the same time a relative 
decline in the number of independently employed; geographical mo¬ 
bility towards centers of industrial, business and administrative ac¬ 
tivity, modified through intensified long-distance commuting. 

The factors influencing labour mobility are of complex socio-eco¬ 
nomic nature. Labour mobihty in this paper is considered as a social 
process marked through altitudinal responses upon situational chal¬ 
lenges. These are perceived through a frame of reference, including 
a subjective evaluation of relative employment chances, the actual 
level of social integration of the respective individual in his environ¬ 
ment and the given social opportunities for self-expression. The hy¬ 
pothesis is put forward tliat the propensity to change one’s job de¬ 
pends upon the degree of dissatisfaction with a given situation, the 
degree of knowledge of alternative employment opportunities, the 
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willingness to talce risks and the ability to adapt (MJeself to 
ations. 


An active emplo)ment jxiJicy to promote labour mobility deo 
largely upon coherently phoned measures according to a thomu h 
investigation into concrete situations and the frames of reference If 
persons involved. Schmolkrs /ahrbuch, 1967 , 67 ( 6 }, pp. 707.21 
(German). 


IL-irhis, C. P. and Thihlwall, A. P. Inter-Regional Variations in 

Cyclical Sensitivity to Unemployment in the U.K. 1949-1964. 

It was shown hy one of the present writers in an earlier paper 
(Scott, /. Pol. Econ. June 1966) that over the period 1949 to 1966 
some regions of the U.K. were more cyclically sensitive to unem¬ 
ployment than others. Here we enquire more deeply into these in¬ 
ter-regional variations. In general, the unspecified causes of the ob¬ 
served variations may be grouped under two heads—inter-industry 
factors and intra-industry factors. The first group relates to the fact 
that fluctuations in the rate of unemployment may vary between in¬ 
dustries so that inter-regional differences in industrial shucture will 
tend to produce inter-regional variations in cyclical sensitivity to un¬ 
employment. The second group of factors relates to the fact that fluc¬ 
tuations in the rate of unemployment in a given industry may vary 
between regions. We attempt to measure the contribution of these 
two groups of factors to each region’s cyclical sensitivity over the 
period 1949-1964 with the use of standardisation procedures. Stan¬ 
dardisation procedures are discussed, and it is shown that there are 
at least five alternative ways of estimating the contribution of each 
group of factors to the total sensitivity so that the estimates will vary 
according to the weighting systems adopted in the standardisation 
formulae. Only that method considered to be the most satisfactory is 
used for interpreting the results, however, and two important con¬ 
clusions emerge: (1) that inter-regional variations in cyclical sensi¬ 
tivity to unemployment were due more to inter-regional differences 
in the cyclical sensitivity of individual industries to unemployment 
than to regional differences in industrial structure, and (2) that in 
regions with higher than average rates of unemployment the intra¬ 
industry factor was positive in all cases, but negative in regions with 
unemployment rates persistently lower than average. The policy im¬ 
plication is that detailed analysis of inter-regional variations in the 
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performaxice of individual industries would seem as important as 
concern with the industrial composition of regions. Bull. Inst. Econ. 
(t Stat., Feb. 1968, 30(1), pp. 55-65 (English). University of 
Queensland, Australia and University of Kent at Canterbury, En¬ 
gland. 

Hines, A. G. Unemployment and the Rate of Change of Money Wage 

Rates in the United Kingdom 1882-1963. A Reappraisal. 

This paper re-examines the hypothesis and the statistical evidence 
concerning the relationship between unemployment and the rate of 
change of money wage rates in the United Kingdom in the period 
since 1862. It looks at some of the assumptions about the operation 
of the labour market which are required to generate the relationship 
and suggests, among other things, that the status of the non-linear 
form of the Phillips curve is in doubt. It shows that although there 
was a strong relationship between unemployment and changes in 
money wage rates in the nineteenth century, in subsequent years the 
relationship has been very much weaker than is usually thought to 
be the case. In the post nineteenth century years, the level of unem¬ 
ployment only makes a token contribution to the explanation of the 
variance in money wage rates in models which include such vari¬ 
ables as changes in the cost of living and the rate of change of the 
percentage of the labour force which is unionised, the latter variable 
being a proxy for the pressure which unions bring to bear on wages 
independently of the state of demand for labour. Moreoever, when 
the coeflScients of the unemployment variables are used to predict 
subsequent values of the rate of change of money wage rates rather 
poor predictions are obtained. It is suggested that these results are 
obtained because in the years since the nineteenth century, new in¬ 
stitutions and relationships have come to dominate the wage bar¬ 
gain. Since unemployment is now a relatively unimportant determi¬ 
nant of wage rate changes it is concluded that its role as a policy 
variable in the control of wage inflation must be in consequence se¬ 
verely reduced. Rev. Econ. b Stat., Feb. 1968, 50(1), (English). Uni¬ 
versity College, London 

Horvat, B. Note on Wages and Employment in a Labour Surplus 

Economy. 

If the following relation holds, k < Ijg where k stands for capital 
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output ratio and g for the rate of growth of investment, total con¬ 
sumption —and so total wage bill —must grow regardless of what 
hapcns in the labour market. The relation normally holds because 
there is a definite and rather low limit for the speed of the investment 
expansion beyond which marginal efficiency of investment becomes 
negative. 

If the relation s > nh/l -f k (n—g) holds, where s is the share of 
investment in social product and n is the rate of growth of the labour 
force, even per capita consumption—and so the average wage rate- 
must rise. For g “ 15%, n = 3%, k = 4, the share of investment/the 
gross savings ratio/must be 23% in order that average wages rise. 
Again, the existence of the large labour surplus has nothing to do 
with the result obtained. The result must be modified when non¬ 
wage and government incomes are taken into account. Manchester 
School, March 1968, English. Yugoslav Institute of Economic Re¬ 
search Belgrade 


I.AMPEHT, H. Changes in the Inter-Industry Wage Structure in the 
Federal Republic of Germany, 1951,1957 and 1962 (Die Entwick- 
lung der interindustriellen Lohnstruktur in der Bundesrepuhlik 
von 1951 bis 1962). 

The paper includes an empirical analysis as well as a theoretical 
explanation of the inter-industry wage structure and its changes in 
the Federal Republic of Germany for the years 195], 1957 and 1962. 
The data, which refer to adult male workers and were obtained 
from special statistics on the wage structure compiled by Statis- 
tisches Bundesamt, indicate the following: 

1. Relative stability of the intcr-industry hierarchy of wages dur¬ 
ing the period of investigation. 

2. For each of the above years average earnings decreased be¬ 
tween industries according to the following sequence; basic and 
producer goods industries—capital goods industries—consumer goods 
industries—food industries. 

3. Absolute differences in average earnings increased, whereas rel¬ 
ative earnings differentials considerably narrowed, particularly be¬ 
tween the period of full employment from 1957 to 1962. 

As this tendency for average earnings differentials to narrow could 
have been the result of changing wage rates as well as of intra-in- 
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dustry changes in the distribution of the labour force, the author 
eliminates the effects of the labour force mobility between industries 
and between firms of different size. Therefore the distribution of the 
labour force in 1962 was taken as the basis for calculating adjusted 
figures for the 1951 and 1957 earning structures, standard deviations 
and coeflBcients of variation. By comparing these figures with the ac¬ 
tual ones it could be shown that the narrowing of relative wage dif¬ 
ferentials was reinforced by the increasing proportion of workers 
employed in high-wage industries as well as in large-sized firms, 
which in general pay higher wages than small ones. Zeitschrift F. 
ges. Staatswiss., 1968, 124{1). Technische Universitat, Berlin 

Lavelle, M. J. Soviet Views on American Unemployment 1953-1963. 

Soviet authors claim that U.S. unemployment problems indicate 
either the imminent downfall of the U.S. economy (1953-1958) or of 
Russian superiority over the U.S. in utilizing labor (1958-1963). Es¬ 
timates of U.S. unemployment, as made by Soviet authors, use U.S. 
Labor and Commerce Department data as a basis. However, Soviet 
authors claim that readjustment of U.S. figures is necessary to rid 
the data of downward bias and compensate for the “hidden unem¬ 
ployed” among seasonally and part-time employed and those unem¬ 
ployed listed as not being in the labor force. After reworking U.S. 
data, Soviet economists arrive at figures that range anywhere from 
2-5 times greater than the U.S. estimates. 

One major source for this discrepancy is the differing points of de¬ 
parture of U.S. and Soviet economists when dealing with resource 
utilization, in this case labor. U.S. economists consider normal eco¬ 
nomic conditions and the head-of-the-family-as-bread-wiimer as 
starting points for their calculations. Soviet economists work more 
from a forced draft concept: those who work at any one time (e.g. 
women during World War II) should be considered as workers all 
the time. 

In spite of propagandistic overtones, Soviet criticism points out an 
area where U.S. statistics could be bettered: the fringe area of the 
work force could be studied more and more attention should be 
given to growth considerations in measuring unemployment. Kyklos, 
1968, 2i(2), pp. 313-23 (English). John Carroll University, Cleve¬ 
land, USA 
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Lesteh, R. a. Negotiated Wage Settlements, 1951-67 

An analysis is made of negotiated wage settlements for manufac¬ 
turing as a whole and for twelve industries, using annual percentage 
increases over a 17-year pe-riod. No sophisticated econometrics is 
used. 

Little evidence was found for the existence of “wage drift” or for 
sigmficant influence of the wage-price guidleines upon tlie pattern 
of negotiated settlements or on negotiated increases relative to ac¬ 
tual earnings. In the very short run, percentage increases in nego¬ 
tiated wages frequently move in opposite directions from Phillips 
curve assumptions. 

The pattern and level of negotiated increases in construction are 
not closely related to the relative rate of unemployment in construc¬ 
tion. The construction pattern is closer to that for the food and ap¬ 
parel industries than to the pattern of construction materials indus¬ 
tries. Percentage wage increases in construction were extraordinarily 
high throughout the seventeen years, and have experienced a note¬ 
worthy upswing recently. One consequence has been a widening of 
the differential for skilled occupations between the construction in¬ 
dustry and manufacturing, with increasing pressure on union leaders 
for catch-up increases for skilled workers in mass-production indus¬ 
tries. Rev. Econ. b Stat., May 1968,50(2) (English). 


SIMT.ER, N. J. AND Tella, A. Labor Reserves and the Phillips Curve. 

This paper builds on George Perry’s wage equation which states 
that the annual rate of change in money wages in manufacturing is 
a function of the annual rate of change of consumer prices lagged 
one quarter, the inverse of the average annual unemployment rate, 
the average annual profit rate in manufacturing lagged one quarter, 
and the change in profits. The Perry equation is shown to overpre¬ 
dict the rate of wage change in manufacturing and in the nonfarm 
economy since 1962, a tendency which has been taken as evidence 
of the effectiveness of the wage-price guideposts. An alternative hy¬ 
pothesis is offered to explain the observed stability of wages which 
is based on the known sensitivity of the labor force to changes in 
employment opportunities. 

A labor supply model is used to estimate “full-employment” labor 
force from which the ‘labor reserve” is derived. The labor reserve, 
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or hidden unemployment, consists of persons temporarily not in the 
labor market because of a lack of job opportunities. Partly because 
of demographic shifts, a larger labor reserve is associated with a 
given unemployment rate in the 1960s than in the 1950s. It is theo¬ 
rized that the size of the labor reserve as well as the official unem¬ 
ployment count influences wage rates. Manufacturing and nonfarm 
wage equations in the post-Korean period are significantly strength¬ 
ened when the labor reserve is included as an independent variable. 
The labor reserve satisfactorily explains the post-1962 TPerry resid¬ 
uals.” 

The labor reserve and Perry models are then used to test for a 
possible .shift in the Phillips curve between the first half and the sec¬ 
ond half of the postwar period. The Perry model indicates an up¬ 
ward shift in the curve, i.e., a worsening trade-off between wage 
change and unemployment. However, the preferred labor reserve 
model fails to confirm the structuralist hypothesis that the economy 
has become more inflation-prone. When the structuralist hypothesis 
is limited to the prediction that wage changes in the neighborhood 
of full employment will be greater after Ae mid-1950s than they 
were before, or greater in the mid-1960s than in the mid-1950s, then 
the labor reserve model definitely rejects the hypothesis. Rev. Econ. 
isr Stat, Feb. 1968,50(1) (English). 

BA.RBASH, J. The I.L.G.W.U. as an organization in the age of Dubinsky. Lab. 

Hist., springs 1968, spec, suppl., pp. 98-115. 

Blum, A. A. Why unions grow. Lab. Hist, winter 1968, pp. 39-72. 

Bubtt, E. J., Jr. Workers adapt to plant relocation in subumia. Mo. Lab. Bev., 
AprU 1968, pp. 1-5. 

Cafit, G. Gli aspetti sociali dellautomazione. (With English summary.) Econ. 
Intemaz., Nov. 1967, pp. 678-95. 

Chau, N. H. Planificahon des ressources humaines et structures de I’emploi dans 
les pays sous-d4velopp6s. Rev. Tiers-Monde, April-June 1968. 

Davidson, F. G. Industrial relations in Australia. Econ. Record, March 1968, 
pp 97-107 

Drouet, P. Vocational training costs: results of a pilot study and an essay in 
methodology. Intemat. Lab. Rev., Feb. 1968, pp. 115-34. 

Flynt, W. Florida labor and political "radicalism," 1919-1920. Lab. Hist, 
winter 1968, pp. 73-90. 

Gomberg, W. Union policy experimentation in a volatile industry. Lab. Hist., 
spring 1968, spec, suppl., pp. 69-81. 

Grigorescu, C. Les bases ^conomiques de TutUisation rationnelle des ressources 
de main-d’oeuvre. Rev. Roumaine des Sd Soc., 1967, 11(2), pp. 167-83. 
Gutiond, P. C. W. African responses to urban wage employment. Intemat, Lab. 
Rev., Feb, 1968, pp. 135-66 

Hardman, J. B. S. David Dubinsky, labor leader and man. Lab. Hist., spring 
1968, spec, suppl., pp. 43-54, 
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Jegouzo, G. Probl^imes de mobility professionelle dps populations agricolcs 
r^gionales. Econ. et Soc., Jan. 1968, pp. 103^28. 

Johnston, D. F. Education of adult workers in 1975. Mo. Lab. Rev., April 
1968, pp. 10-13. 

Kubth, E. a. Social implications of United Statc.s manpower tiaining programs. 
Rev. Soc. Econ., March 1968, pp. 71-84. 

Lasserre, G. La participation das salaries aux fruits de I’expansion des entre- 
prises. Rev. d’Econ., Jan.-Feb. 1968, pp. 70-86. 

Mondani, a. Analisi del costo del lavoro in Italia. (Witli English summary.) 
Riv. Intemaz. di Sci. Econ. e Com., Feb. 1968, pp. 155-84. 

Montgomery, D. The working classes of the pre-industrial Amciican city, 1780- 
1830. Lab. Hist., winter 1968, pp. 3-22. 

MtTOTS, R. and Munts, M. L. Welfare history of the I.L.G.W.U. Lab. Hist., 
spring 1968, spec, suppl., pp. 82-97. 

Oko, D. K. David Dubinsky and the I.L.G.W.U., a selected bibliography. Lali. 
Hist., spring 1968, spec, suppl.. pp. 116-26. 

Papola, T. S. Wage determination in the Indian cotton textile industry. Inter- 
nat. Lab. Rev., Jan. 1968, pp. 15-32. 

Parker, J. E. and Shaw, L. B. Labor force participation within metropolitan 
areas. So. Econ. Jour,, April 1968, pp. 538-47. 

Raskcn, a. H. Dubinsky; herald of change. Lab. Hist., spring 1968, spec, suppl., 
pp. 14-25. 

Rich, J. C. David Dubinsky; the young yeans. Lab. Hist., spring 1968, spec, 
suppl., pp. 5-13. 

Sano, Y. An analysis of industrial wage differentials. Keio Econ. Stud., 1966-7, 
4, pp. 29-43. 

Seidman, j. The I.L.G.W.U. in the Dubinsky period. Lab. Hist., spring 1968, 
spec, suppl., pp, 55-68, 

Sorkin, a. L. Occupational earnings and education. Mo. Lab. Rev., April 
1968, pp. 6-9. 

Taft, P, Dubinsky and tlie labor movement. Lab. Hist., spring 1968, spec, 
suppl., pp. 26-42. 

Travacuni, V. Le premesse e le consegucnze economiche dell’automazione 
elettronica. (With English summary.) Econ. Intemaz., Nov. 1967, pp. 657-77. 

Venu, S. The economics of in-shop training. Indian Econ. Jour., July-Sept. 
1967. 

Waldman, E. Marital and family status of workers. Mo. Lab. Rev., April 1968, 
pp. 14-22. 

ZiEcnn, R. From hostility to moderation; railroad labor policy in the 1920s. I.ab 
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Ashenfeltek, O. and Mooney, J. D. Graduate Education, Ability, 

and Earnings. 

Substantial interest in recent years has centered on the relation¬ 
ship between personal earnings and a myriad of education-related 
variables. This paper contains estimates of the impact on earnings of 
schooling, an exogenous index of ability, and set of other relevant 
variables for a cohort of recent entrants to the labor market who 
have had some graduate education in the arts and sciences. Aside 
from exploring the diflSculties associated with calculating rates of re¬ 
turn to graduate education, emphasis is placed on the specification 
of an earnings relationship which explicitly deals with a variable 
measuring the ability to earn income, and allows the differential im¬ 
pact of schooling related variables to depend on the values of other 
relevant explanatory variables. 

Multiple regression analysis is used throughout with a heavy em¬ 
phasis on dummy independent variables for representation of quali¬ 
tative variables. Linear dependence between sets of dummy vari¬ 
ables is explored with the use of economical correlation coefficients. 

Briefly, the major findings are tlie following. First, it does not 
seem possible to examine the effect of graduate education on earn¬ 
ings without taking account of the multiplicative effects of years of 
schooling and graduate degree, as well as a fairly large set of other 
explanatory variables. Second, evidence of significant interactive ef¬ 
fects among several sets of explanatory variables was obtained. It is 
concluded that the importance of taking into account the possibility 
of interactions is directly related to the specificity of the questions 
which the analyst wishes to pose. Finally, only one of several candi¬ 
date ability variables seemed to have a significant relationship with 
earnings. This variable was the Mathematics Aptitude score. An ex¬ 
plicit analysis of specification error .showed that omitting the rele¬ 
vant ability variable in the earnings model did not cause serious er¬ 
rors in estimating the impact of education-related variables on earn¬ 
ings. Rev. Econ. ir Stat., Feb. 1968, 50(1) (English). Princeton Uni¬ 
versity and Council of Economic Advisers 
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Branson, W. H. Social Legislation and the Birth Rate in Nineteenth 

Centizry Britain. 

One of the most pressing problems of economic development is 
population growth; this problem can be best understood by the 
study of history, since the detenninants of the fertility rate are 
largely human motivations rather than technical relationships. ThLs 
jiaper studies the relationships between the Factory Acts and Edu¬ 
cation Acts, which increased the cost of raising children, the level of 
real income, and the birth rate in nineteenth century Britain. 

A demand function for children is developed which relates the 
number of children (in a family) to the level of income and the cost 
of children. Movements of income and fertility are examined, in 
order to draw implications for the changes in the cost of child-rais¬ 
ing. We find that the early Factory Acts, about 1820, had a percepti¬ 
ble effect, slowing the rate of increase of the birth rate, and that the 
final consolidation of the Factory Acts in the 1860s, combined with 
the Education Acts of the early 1870s, closely preceded the sharp 
downturn in the birth rate in the mid-187Cte. We note that this 
change cannot be explained by changes in female labor force partic¬ 
ipation, but is fully explained by the simple demand theory. 

The paper ends with some comments concerning the relevance of 
the findings to modem development problems. Western Econ. Jour., 
March 1968, 6(2), pp. 134-44 (English). Princeton University, USA 


Duloy, J. H. Structural Changes Due to Immigration. An Econo¬ 
metric Study. 

J. Kmenta, in a study published in the December 1966 number of 
Australian Economic Papers, as.sumed that migrants would only 
have an immediate “impact” effect on demands for goods and assets 
in post-war Australia. His econometric results suggested that this ef¬ 
fect was absent except in the demands for housing and imports. 
However, if the age structure and asset holdings, including con¬ 
sumer durables and houses, of migrants differ from those of locals, 
their consumption and other expenditure functions are also likely to 
differ. This hypothesis was tested for consumption expenditure and 
demands for housing, motor vehicles and imports. Migrants were as¬ 
sumed to have the same marginal propensity to consume as locals; 
their average propensity to consume, however, was assumed to be 
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different initially and to converge over a number of years. An itera¬ 
tive least squares procedure was used to estimate equations for Aus¬ 
tralia over the period 1947-48 to 1960-61. The main conclusion was 
that the “impact” hypothesis was supported only in the case of im¬ 
ports. Otherwise differences between migrants and locals occvured 
and persisted over a number of years, ranging from three (motor 
cars) to seven (consumption). Kmenta’s inference that migrants 
have been absorbed with relatively little structural change is re¬ 
jected. Australian Econ. Papers, Dec. 1967, 6(9), pp. 22-33 (En¬ 
glish). University of New England, New South Wales, Australia 


Hettich, W. Equalization Grant, Minimum Standards, and Unit 

Cost Differences in Education. 

In a federal system, the existence of differences in fiscal capacity 
and service need among state or local governments calls for redistrib¬ 
utive policies by the central fisc. Equalization grants are intergov¬ 
ernmental transfers working to offset such differences. A special type 
of grant, often called “foundation plan,” combines equalizing pay¬ 
ments with the institution of minimum standards. In this study, we 
look at state aid to local school districts based on the foundation 
plan. When evaluating a program designed to equalize fiscal effo»’t 
for a given level of service, we must consider variations in unit cost 
in addition to considering differences in fiscal capacity and service 
need. The present study focuses on such variations. The influence on 
unit cost of three different factors is investigated. First the study 
looks at the relation between the size of school districts and school 
plants on the one hand and per pupil expenditure on the other. Sam¬ 
ple data from two states are analyzed with multiple regression meth¬ 
ods. Next the focus turns to variations in wage and salary levels 
which are associated with community size or region. Here the dis¬ 
cussion is based on a large body of data relating to New York State. 
As a third and final topic, the study takes up the influence of pupil 
characteristics on the cost of establishing effective minimum stan¬ 
dards of education. Yale Econ. Essays, Fall 1968, 8(2) English. 


Left, N. H. A Note on tlie Quality—Quantity Problem in Educational 
Planning. 

The author suggests that a benefit-cost approach can be useful for 
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thinking about questions of quality in education, and help in some 
of the policy problems of educational planning. But it does pose dif¬ 
ficulties to policy makers. For instance, the market value of a “bet¬ 
ter” education and choice of the discount rate to value future bene¬ 
fits become important in the consideration of quality in education. 
Although the benefit-cost approach is useful in a particular area 
such as economic or academic value, main conflict over educational 
(juality consists of disagreement on the proper mix of quality as be¬ 
tween these various spheres. In cases when higher standards in dif¬ 
ferent areas compete with each other for scarce resources such as 
teacher and student time, the question of how to weight the utility 
of better quality in different spheres may be the essence of the 
problem. Indian Econ. Jour., July-Sept. 1967, 15(1), pp. 67-74 (En¬ 
glish). Cambridge, Mass. 


Ro, K. K. Determinants of Hospital Costs. 

This study examines the relative impact on hospital costs of out¬ 
put, capacity utilization, technology, the scope of services and de¬ 
mographic factors. Multiple regressions of six different forms are 
carried out with cross-section and time-series data which are com¬ 
bined by covariance analysis. The data used for this study cover 68 
hospitals in Western Pennsylvania over the 11-year period from 1952 
to 1963, 1956 excluded. The results are as follows; (1) Economies 
of scale exist in hospital operations; (2) The higher a hospital’s rate 
of capacity utilization, the lower its unit cost; (3) Hospitals which 
have a higher proportion of patient care expense to hotel-type ser¬ 
vices expense have a higher unit cost; (4) As each hospital em¬ 
ployee provides more days of inpatient services to more patients per 
year, the unit cost becomes lower; (5) Hospitals which have accred¬ 
ited professional nursing schools have higher unit costs; (6) There is 
no statistically significant difference in unit cost between hospitals 
with approved intern and/or residency programs and those without; 
(7) Hospitals in areas with higher percentages of urban population 
have a higher unit cost than those in areas with lower percentages 
of urban population; (8) Inter-hospital and inter-year differences in 
unit cost are better explained by a multiplicative model than by a 
linear model. Yale Econ. Essays, Fall 1968, 8(2) English. 
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ScoTTON, R. B. Voluntary Insurance and the Incidence of Hospital 
Costs. 

The Australian hospital benefits scheme which has been in opera¬ 
tion since 1952 embodies a set of transfer mechanisms whose pri¬ 
mary object is to transfer the costs of hospitalization from the cur¬ 
rently sick to the community as a whole. The central feature of the 
scheme is a system of voluntary insurance, but subsidies, taxation 
concessions and differential pricing of hospital services also deter¬ 
mine the incidence of hospital costs. The mechanisms for shifting 
these costs from the currently sick also effect transfers—both inten- 
tial and unintentional—between people in different income groups. 

During the life of the hospital benefits scheme the proportion of 
costs met from the least regressive sources—direct government subsi¬ 
dies—has fallen consistently, while the other components—patient’s 
fees, taxation concessions and voluntary insurance contributions— 
have provided a correspondingly higher proportion of hospital reve¬ 
nues. Furthermore, public ward fees have risen much faster than 
non-public fees, so that a smaller share of government subsidies has 
been directed specifically towards people in lower income groups. 
As a result the structure of prices of hospital insurance has become 
much more unfavourable to them. 

Consumer response to these prices has been such that non-insur¬ 
ance and under-insurance are concentrated in lower income groups. 
Recent fee increases have accelerated the regressive trend in hospi¬ 
tal financing, and a continuation of this trend is likely not only to 
intensify hardship and insecurity but also to compound the financial 
difficulties of public hospitals, which are already unable to recover 
substantial amounts of uninsured fees. Australian Econ. Papers, Dec. 
1967, 6(9), pp. 171-91 (Engfish). University of Melbourne 

Bufucus, J. Some aspects of income redistribution through social secunt)' in 
four Western European countries. Internal. Lab Rev., Feb. 1968, pp. 167-90. 
CiUAssiNo, G. Uno schema logistico di tipo m generalizzato. Giom. d. Econ., 
Sept.-Oct. 1967, pp. 711-18. 

Farnsworth, G. and Lehman, ]. W. A moderate family living standard—what 
it is and what it costs today. Univ. Missouri Bus. and Govt. Rev., May- 
June 1968, pp. 5-12. 

Hayami, a. The population at the beginning of the Tokugawa period—an 
introduction to the nistorical demography of pre-industrial Japan. Keio Econ. 
Stud., 1966-7, 4, pp. 1-28. 

Khera, I, P. and Uhl, K. P. Consumer behavior in India—the family influence. 
Univ. Wash. Bus. Rev., spring 1968, pp. 49-55. 
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MATinm, B. S. Socio-economic survey of persons sterilized: a case study. Econ. 
AlFaiis, Jan.-Feb. 1968, pp. 35-40. 

PEjovitai, S. Technical progre-ss and technical schools. Rev. Soc. Econ., March 
1968, pp. 40-49. 

Pkthovsky, B. Progress of public health in the U.S.S.R., 1917-1967. Pop, Rev., 
July-Dee. 1967, pp. 17-24. 

Seng, Y. P. The population of Singapore 1966: demographic stnicture, social 
and economic maracteristics. Malayan Econ. Rev., Oct. 1967, pp. 59-96. 
Williams, W. and Lyday, J. M. Income sufficiency and the aged poor. Quart. 
Rev. Econ. Bus., spring 1968, pp. 19-25. 

YasuKjVwa, M. The population problem of Japan and the trend of its study. Keio 
Econ. Stud., 1966-7,4, pp. 94-107. 

Yeii, S. II. K. The size and structure of households in Singapore, 1957-1966. 
Malayan Econ. Rev., Oct. 1967, pp. 97-115. 
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Grubel, H. G. and McAlpin, M. B. Austrian, German and Swiss 
Economists in the United States. 

In this paper we present a detailed analysis of the characteristics 
of economists who have either been bom or educated in Germany, 
Austria or Switzerland. The study is based on a U.S. government 
sponsored survey. 

The main findings are, first, the average age of the Germanic-born 
and educated economists indicates that they were above 20 years 
old when Hitler’s prosecution of minorities was at its peak. The ov¬ 
erwhelming majority of those bom in Germany but educated in the 
United States was below 20 years old at the time. These facts sug¬ 
gest a German brain push rather than a U.S. brain drain. 

Second, incomes of the Germanic-bom and educated are below, 
while those of the Germanic-bom but U.S. educated were above, the 
average of the U.S.-born and educated group, for comparable ages, 
type of employment and educational attainment. This finding sug¬ 
gests that the United States attracts Germanic-bom students for 
training and ultimate employment who are above average in their 
professional earnings. 

Third, there are 39 non-Germanic bom holders of a German Ph.D. 
Of this group, those who are in academic employment show an aver¬ 
age income only slightly above that of all foreign-bom and foreign 
Ph.D. holders but considerably below that of the group with an all 
U.S. background. Kyklos, 1968, 2J(2), pp. 299-311 (English). The 
University of Pennsylvania and the University of Wisconsin 

Cabbucci-Ahtenisio, G. G. Prograramatore e analista. (With English sum¬ 
mary.) L’lndustrialista, 1967,9(4), pp. 324-32. 

Gobde.sch, J. and Stheit, M. Zut Anwendung der Mathematik in der National- 
okonotnie. Schweiz. Zeitschi. f. Volkswirtschaft und Stat., March 1968, pp. 
43-54. 

Graves, M. Congress helps American libraries to discover the spherical world. 
ACLS Newsletter, Jan. 1968, pp. 1-7. 

Pacces, F. M. La rivoluzione delle macchine. (With English summary.) L’ln¬ 
dustrialista, 1967, 9(4), pp. 276-82, 

Ralston, J, W. Vietnam: the anatomy of conflict resolution. Univ. Wash. Bus. 
Rev., spring 1968, pp. 12-34. 

Reviglio, G. Evoluzione dei linguaggi. (Witli English summary.) L’lndus¬ 
trialista, 1967, 9(4), pp. 349-58. 
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• CnxHESPY, N. R. The Tay Road Bridge: A Case Study in Cost-Benefit 

Analysis . 814 

• Ma.cKay, D. 1. Industrial Structures and Regional Growth; A Methodo¬ 

logical Problem . 953 

• Marshall, J. L. The Pattern of Housebuilding in the Inter-War Period 

in England and Wales. 854 


Skaadinaviska Banken Quarterly Review, No. 1, 1968 

Hendbiksson, a. a New Economic System for Defence 
Ljungbebg, G. Industry and Innovations 

Lundbebc, E. Sweden s Economy in an International Perspective 


Social and Economic Studies, Vol. 17, No. 1, March 1968 

Adams, N. A. An analysis of Food Consumption and Food Import Trends 
in Jamaica, 19S0-1963 

Anmc, F. M. Fiscal Incentives; A Brief Survey 

Bovvier, L. F. and Macisco, J. J. Education of Husband and Wife and 
Fertility in Puerto Rico, 1980 

Charle, E. G. Neo-colonialism and Capitalism: A Reply 

Henry, F. The West Indian Domestic Scheme in Canada 

Kamerschcn, D. B. Papulation Policies in Underdeveloped Coimtries 

Kumh-ABA, K. K. a Note on Educational Investment and Economic 
Growth 

Tayi-or, L. a Model of Employment, Output and Eipenditure in an 
Export-Propelled Economy 

Weller, R. H. A Historical Analysis of Female Labour Force Participa¬ 
tion in Puerto Rico 


Social Science Quarterly, Vol. 49, No. 1, June 1968 

• Barton, R. F. A Behavioral Definition of Oligopoly. 805 

• CoLWELi., B. J. Oligopolistic Cost Increasing Competition . 808 

• Elzingeb, K. G. Oligopoly, The Sherman Act, and the New Industrial 

State . 811 

» HATTWicac, R. E, and Sailors, J. W. Some Aspects of the Theory of 
Planned Obsolescence; An Inquiry into the Supposed Benefits of 
Oligopolistic Product Competition . 815 

• Sharkansky, I. Regionalism, Economic States and the Public Policies 

of American States . 990 


South African Journal of Economics, VoL 36, No. 1, March 1968 

Bergman, L. F. Tecbnobgical Change in South African Manufacturing 
Industry, 1955-1964 

Brand, S. S. Ekonomiese Dualisme en die Suid-Afrikaanse Volkshui- 
shouding 

Labia, N. A. The Rate of Inflation; An Integration of Real and Mone¬ 
tary Factors 

Rotman, G. T. The Transkei: An Experiment in Economic Separation 

Sahnx, B. S. Sophistry, Strategy and Suspensory in Planning Economic 
De\^opment 

Van Wyx, R. J. The Relationship Between Scientific Research and Eco- 
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nomic Growth and its Possible Implications for Government Policy in 
South Africa 

Southern Economic Journal, Vol. 35, No, 1, July 1968 

• Fejj>stein, M. S. On the Measurement of Risk Aversion. 934 

• Hociiwald, W. An Economist's Image of History. 922 

• Lovell, M. C. and Prescott, E. Money, Multiplier Accelerator Inter¬ 

action, and the Business C^cle. 837 

• SHSxniTr, W. J. and Fleisher, B. M. Employment and Wage Bates in 

Retail Trade Subsequent to the 1961 Amendments of the Fair Labor 
Standards Act . 982 

Soviet Studies, Vol. 19, No 4, April 1968 

• Denton, F. G. A Recent Soviet Study of Economic Growth 1951-63 .. 845 
IloLESovsKY, V. Planning Reforms in Czechoslovakia 

• Tarn, A. A Comparison of Dollar and Ruble Values of the Industrial 

Output of the USA and the USSR.880 

• Ukbanek, L Some Difficulties in Implementing the Economic Reforms 

in Czechoslovakia . 881 


Soviet Studies, Vol. 20, No. 1, July 1968 

• Loveli., C. a. K. The Role of Private Subsidiary Farming During the 

Soviet Seven Year Plan, 1959-65 . 877 

• Schroder, G. E. Soviet Economic “Reforms”: A Study in Contradictions 877 

Statsdkonomisk Tidsskrift, Vol. 82, No. 1, March 1968 

Baksx, E. Norske Okonomiske Problcmer i Tideu Etter 2. Verdenskrig 
Bobgenvik, H. Hovedproblemer i Innsbllingen fra “Skattekomiteen av 
1966” 

Thalbebc, B. Om Bruken av "Konrespondanseprinsippet” 


Studi Econoniici, Vol. 23, No. 1-2, Jan.-April 1968 

Aiello, A. Teorla della Struttura Tariffana, Preferenze Doganali e 
Sviluppo Economico 

Campolonco, a, Cul Divario del Mezzogiomo 

CoNTiNi, B. Un Modello di Contrattazioni per un’Economia di Scambl 

Lbccisotti, M. Sui Connotati del Bene “Pubblico”: Una Rassegna Cri- 
bca della Letteratura 

Romani, F. Un Esperimento Svedese di Politica Anticiclica; I Fondl di 
Investtaiento di ^erva 

Tramontana, A. Le Caratteristiche Economiche deei Beni Pubblici e la 
Natura dell’Atticiti Flnamdaria 

Survey of Current Business, Vd. 48, No. 5, May 1968 

Young, Allan H. Alternative Estimates of Corporate Depreciation and 
Profits: Part II 
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Survey of Current Business, VoL 4^ No. 6, June 1968 

Ledeber, W. and Fabrish, E. M. The U.S. Balance of Payments in the 
First Quarter of 1968 

MnxER, E. H. U.S. Spending for Foreign Travel Totaled $4X Billion in 
1967 

£1 Trimestre Econdmico, VoL 35 (2), No. 138, April-June 1968 

Dagum, C. Consecuencia de la Introduccidn del Concepto de Estructura 
en la Teoria del Comercio Intemacional 
DurAn, M. a. Verosimilitud de las Estadisticas Agropecuarias 
Furtado, C. and Maneschi, a. Un Modelo de Simulacidn del Desarrollo 
y el Estancamiento en America Latina 
CarcIa, a. El Diagndstico del Atraso en America Latina 
Johnston, B. F. Agriculture y Desarrollo Econ6mico: La Importancia 
de la Experiencia Japonesa 

Marris, R. Aportaciones Recientes a la Teoria del Crecimiento de la 
Empresa 

El Trimestre Econdmico, Vol. 35 (3), No. 139, July-Sept. 1968 

Caucacno, a. E., Sainz, P. and de Barbieri, J. El Diagndstico Politico 
en la Planificaddn 

Herschel, F. J. Notas Sobre la T^cnica de Simulacidn y su Posible 
Utilizacidn en la Previsi6n Econ6niica 
Maiave Mata, H. Metodologfa del An&lisis Estructural de la In£laci6n 
Messuti, D. j. El Sistema Financiero y el Crecimiento Econdmico. El 
Sistema Financiero y el Crecimiento Econdmico 
Sabamoto, j. and Sommer, J. Una Propuesta Para Determinar la Exis- 
tencia de Ventajas en una Integracidn Industrial 
Soils, M. L. Inflacidn, Estabilidad y DesanoUo: El Caso de Mdxico 


Weltwirtschaftliches Archiv, Vol. 100, No. 2, 1968 

• Ehrlich, O. H. Inflation in the United States. 885 

• Eichhorn, W. Homogeneous, Especially Linear Homogeneous, Pro¬ 

duction Functions and the Law of Yield. 811 

• Mosse, R. The Measuring of Balance-of-Payments Balances with Special 

Regard to the Bemstein-Lederer Controversy. 925 

• Muu.En, H. The Effect of Time Lags on the EfBciency of the Monetary 

and Credit Policy in the German Federal Republic. 895 

• Scherf, H. Inflation and Income Distribution . 839 

• Vogt, W. Capital Accumulation and Technical Progress. 825 


Western Economic Journal, V<J. 6, No. 3, June 1968 

Bell, F. W. The Effect of Monopoly Profits and Wages on Prices and 
Consumers’ Surplus in U.S. Manufacturing 


• Cross, J. G. A Reappraisal of Cost Incentives in Defease Contracts .. 947 

• Hicxs, U. K. Autonomous Revenue for Local Government. 905 

• Merbiam, j. H. New Economic Indicators. 868 

• Mlernye, W. H. Long-Range Forecasting with a Regional Input-Output 

Model . 869 

• Winger, A. R. Housing and Income. 975 













800 Journal of Economic Abstracts 

Westminster Bank Review, May 1968 

Ein2ig, P. The Declining Use of Sterling as a Trading Currency 

Yale Law Journal, Vol 77, No. 6, May 1968 

Im'ome Averaging; A Canadian Suggestion 

Yale Law Journal, Vol. 77, Na 7, June 19^ 

CinusTnNSEN, T. G. S. and Svanhoe, A, H. Motive and Intent in the 
Commission of Unfair Labor Practices: The Supreme Court and the 
Fictive Formality 

PiucE, M. E. Government Policy and Economic Security for Artists: 

The Case of the Droit de Suite. 

Secondary Boycotts and Work Preservation 

Tenant Unions: Collective Bargaining and the Low-Income Tenant 

Yorkshire Bulletin of Ectmomic and Social Research, Vol. 20, No. 1, 


May 1968 

• Davenpokt, M. Some Cross-Section Tests of the “Normal” Earnings 

Hypothesis of Corporate Savings. 941 

• Prasad, K. The Impact of Money Supply on tlie Price Level and the 

Rate of Interest in India, 1950-51, 1961-62 . 897 

• Richardson, C. Irish Settlement in Mid-Nineteenth Century Bradford .. 856 

• Topham, N. Road Passenger Transport in Unremunerative Areas. 956 


Zeitschrift fiir die gesamte Staatswissenschaft, Vol. 124, No. 2, May 
1968 

• Bossmann, E. Die Vorteile der Entscheidungstheorie fiir die Untemeh- 


merische Praxis, (With English summary). 940 

• Fwtsch, B. Forschung, Innovation and Technischer Fortschritt als Ge- 

genstand Okonomischer Analyse. (With English summary) . 813 

• Kbomphardt, W. Wachstumswellen und Strukturpolitik. (With English 

summary) . 835 

• Orsach, T. The Probable Geographical Distribution of German Income, 

1882-1963 . 855 


Zeitschrift fiir Nationalokonoinie, Vol. 28, No. 1, April 1968 

IlErKE, H.-E, Die Verknupfung Zweier Wichtiger Naturwissenschaft- 
licher Gesetze mit der Froduktionstheorie 
Klaus, J. Zur Frage der Kombination von Lohn- und Investitionspolibk 
als Stabilisierun^instrumente 

Nussbaumeh, a. Regionale Strukturpolitik und Wirtschaftswachstum 
Reichabdt, H., Scinps, B, and Bmtsch, K. Zum Problem Optimaler 
Wachstumspfade in Mehrsektoralen Modellen 
Roberts, W. N. T. An Algebraical Note on the Relab'onship Between 
Value-Added in Agriculture and the Degree of Self-SuflSdency in Food 
and Feed 










Abstract and Article Listing 
by Subject 

General Economics; Methodology 

Ricossa, S. a Criticism of Some Economic Laws (Critica di alcune 

credenze econormche). 

Empirical economic laws should be revised as soon as required by 
the fast growth of statistical material. Some laws, still accepted by 
present “conventional wisdom,” are completely or partly wrong, 
and may lead to serious errors if applied to solve practical prob¬ 
lems. 

Paretos law of constancy of income distributions does not hold, 
since economic development usually brings about a spontaneous re¬ 
duction of inequality. 

Land and natural resources generally are not becoming insufiB- 
cient or overvalued, thanks to the discovery of new sources, substitu¬ 
tion with artificial raw materials, and increased productivity of 
basic goods. Stability ot the average capital coefficient is mostly a 
casual fact and carmot be taken for granted in long term planning, 
while in the short run the marginal capital coefficient fluctuates 

Propensity to save and to invest does not increase, as envisaged by 
“mature economy” prophets. Net investments in the U.S. are indeed 
decreasing, as a percentage of national income, because of more 
public consumption, and more private consumption of durable goods, 
etc. 

Ricardo’s theorem even in its modem version, e.g. the Hecksch- 
er-Ohlin theorem, has a very modest utility in explaining interna¬ 
tional trade, which is a topic where paradoxes abound (see the 
Leontief paradox). 

Mechanization of production has not yet increased the value of 
machines much over 15 per cent of total capital or 10 per cent of 
total productive properties. Quality of machines seems more impor¬ 
tant than quantity. 

Other examples can easily be found to support the argument 
stated above: economic beliefs get old quite rapidly and must be fre- 
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quently checked. L’Industria, Apr.—June 1968, 2, pp. 179-89 (Ital¬ 
ian) 

VValuch, H. C. The American Council of Economic Advisers and the 

German Sachverstaendigenrat: A Study in the Economics of Ad¬ 
vice. 

The role of the recently established German Council of Experts, 
an "outside” adviser is contrasted with that of the American CEA, 
an “inside” adviser. The German Council is independent of its Gov¬ 
ernment, the American closely attached. The German Council, hav¬ 
ing less at stake in its Government relationship, has tended to be 
critical of the government, in contrast with the CEA. 

A model of maximizing the effectiveness of advice is presented. It 
is shown that both risk averse and risk neutral advisers can usually 
maximize by moderating their advice, i.e. understanding their true 
goals. The German Council is observed to have had less reason to 
pull its punches, and to have acted accordingly. The same can be 
shown in terms of risk aversion, assuming that the inside adviser, 
being closer to the locus of ultimate responsibility, tends to be more 
risk averse. 

The German Council has shown more concern for equating the 
number of instruments to that of targets, and for assigning instru¬ 
ments to targets, than has the CEA. The tendency to develop new 
mstruments as new conflicting objectives came into view neverthe¬ 
less is visible in the CEA’s promotion of the guideposts for prices 
and wages and, to .some extent, the conglomeration of new balance 
of payments policies. 

The German Council has made a point of stressing objectivity of 
its advice, on the grounds that the social preference function it is to 
maximize follows from the legislation creating it. The CEA has not 
stressed this line since the days of its first Chairman, Dr. Edwin 
Nourse. This difference in attitudes once more reflects the fact that 
the German Council has as its principal constituency the German 
public, while the CEA’s influence derives from its role within the 
Government. Nevertheless, a tendency is observable on the part of 
recent CEA chairmen to employ the press and the academic audi¬ 
ence as a secondary constituency and source of power. Quart. Jour. 
Econ., Aug. 1968, 82(3), English. Yale University, New Haven, 
Coim. 
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Weil, Jh., R. L. The Decomposition of Economic Production Systems. 

Economic production systems may break up into subeconomics of 
goods and processes that can function independently of each other. 
This article first explores the various kinds of decompositions that 
may exist in production schemes, nonlinear as well as linear. Some 
recent techniques developed in graph theory are adopted to ascer¬ 
tain the decompositions possible for a given production system and 
the precedence relations between the subeconomies of the decompo¬ 
sition. Finally, I show how the concept of “tearing” from simulta¬ 
neous equations theory might be used to analyze square input-out- 
put models for potential decompositions. Econometrica, Apr. 1968, 
36(2), pp. 260-78 (English). Graduate School of Business, Univer¬ 
sity of Chicago 

Aixais, M. L’economia come scienza. Rassegna Econ., March-April 1968, pp. 
243-69. 

Bhahadwaj, K. R. The collected scientific papers of Paul A. Samuelson—a 
review. Indian Econ. Jour., 1968,15(4). 

Demaiua, G. Un teorema generale sulle sollecitazioni esogene. Giom. d. Econ., 
Jan.-Feb. 1968, pp. 1-40. 

Dupoux, M. Thdorie ^conomique et problemis d’organisation. Rev. d’Econ. 
Pol., March-April 1968, pp. 212-32. 

Hill, L. E. Critique of positive economics. Am. Jour. Econ. Soc., July 1968, pp. 
259-66. 

Kolm, S.-Ch. L4on Walras’ correspondence and related papers (review article). 
Am. Econ. Rev., Dec. 1968. 

Myiujal, G. An economist’s vision of a sane world. Cahiers Econ. et Soc., Dec. 

1967, pp, 503-15. 

Palomba, G. Consideraciones sobre la estratiiicacuSn axiomdtica de la dencia 
econdmica. De Economia, Jan.-March 1968, pp. 13-25. 

Puu, T. Les theories 6conomiques: structure, formalisme math6matlque et con- 
tenu d’information. Rev. d’Econ. Pol., March-April 1968, pp. 173-211. 
Thalbebg, B. Om bruken av "korrespondanseprinsippet." Stat. Tids., March 

1968, pp. 41-56. 



Price and Allocation Theory; Related Empirical Studies 


Dk Alessi, L. The Utility of Disasters. 

Empirical evidence suggests that charity increases following a di¬ 
saster, The explanatory hypothesis implied by non-economists, and 
stated explicitly by at least some economists, is tbat disasters induce 
short-run structural changes in individual utility functions. This 
essay suggests that economic theory already predicts an increase in 
post-disaster charity. It follows that structural changes in individual 
utihty functions are not a necessary condition for explaining the be¬ 
havior observed, including the behavior of prices. The essay also ex¬ 
tends the analysis to the post-disaster behavior of business firms by 
applying the utility maximization hypothesis to the behavior of indi¬ 
vidual decision-makers within the firm. Kyklos, 1988, 21(3), pp. 
525-32 (English). Duke University, Durham, USA 


Aoia, M. Increasing Returns to Scale and Market Mechanisms. 

This paper deals with the problem of maintaining an optimal 
mode of production in the presence of external economies of scale 
through market mechanism. The concept of “parametric external 
economies” is used by which we mean shifts of private marginal cost 
curves resulted from the general development of an industry and be¬ 
yond the control of each individual firm. An explicit formula for sub¬ 
sidy and tax scheme is given, which is necessary for the maintain- 
ence of an equilibrium under these environment. Am. Economist, 
Spring 1968, 12(1), pp. 14-22 (English). Stanford University, USA 


Babten, a. P. Estimating Demand Equations. 

In this article an estimation procedure is formulated that is de¬ 
signed to handle a complete system of demand equations for all 
commodities of a consumer’s budget simultaneously. This method is 
based not only on the "systematic factors” that are explicitly taken 
into consideration in classical demand theory (income and prices) 
but also on the “unsystematic” or “random” components of consumer 
behavior. These random components originate from random fluctua- 
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tions in the underlying preference function. They form an essential 
part of the empirical explanation of consumer demand and are not 
introduced as an afterthought to let the theory fit the facts. 

First, classical demand theory is summarized. This theory results 
in a complete system of demand equations. The functional form of 
these equations allows one to impose theoretical restrictions such as 
the symmetry of the Slutsky terms in a natural way, while it is also 
simply possible to make use of restrictions on the preference func¬ 
tion. As a special case the additive preference function is considered. 
Next, random shocks in the preference function are introduced, 
which represent the effect of all factors other than income and prices 
which are relevant for the consumer’s decision. These random 
shocks result in disturbance terms in the demand equations, which 
are subject to a number of restrictions. A covariance matrix is formu¬ 
lated that is a natural counterpart of the matrix of substitution coef¬ 
ficients. Practical applications of consumer demand analysis being 
usually restricted to composite commodities, the problem of aggre¬ 
gation over commodities under the assumption of groupwise inde¬ 
pendence of preferences is considered. 

After tliese preliminaries attention is turned to the estimation of 
the unknown parameters. Since, when all restrictions on these pa¬ 
rameters are used, the system is nonlinear in the unknowns, the sys¬ 
tem is linearized. Next it is reformulated in matrix terms. A mini¬ 
mum variance estimator is derived, together vrith its covariance ma¬ 
trix. The theoretical results are applied to a system of four demand 
equations for composite commodities. The data used refer to The 
Netherlands, 1922-1939 and 1949-1963. Econometrica, Apr. 1968, 
36(2), pp. 213-51 (English). Katbolieke Universiteit te Leuven, Bel¬ 
gium 

Barton, R. F. A Behavioral Definition of Oligopoly. 

A new definition of oligopoly is proposed. Market structures in 
economics, of which oligopoly is an example, are idealizations that 
lend themselves to logically rigorous conclusions about the behavior 
of the market as a whole. The conclusions, however, are not derived 
from observed behavior of actual sellers but from a ‘priori assump¬ 
tions about them. For oligopolists, debate rages over assumptions 
about goals, values, views of uncertainty, and decision rules. In real 
markets, many commodities are rich in diverse attributes and sellers 
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frequently do not behave in any assumed way. To identify an actual 
market or industry under these conditions is difiScult. 

The proposed definition of oligopoly is not deductive, but method¬ 
ological. The definition is a method for identifying oligopolies from 
observations of transactions between sellers and buyers. The method 
is based upon a particular means-end view of decision-making be¬ 
havior which includes goals, alternatives (controllables), uncontroll- 
ables, probabihties associated with the uncontrollables, pay-offs, an 
efficiency measure that absorbs uncertainty, values that are esti¬ 
mates of the relative importance of goals, and an effectivness mea¬ 
sure that absorbs conflicts over the goals. Markets are defined by 
sorting observed transactions. When the transactions are viewed 
through the means-ends decision framework, an oligopoly is defined 
to be an observable set of revenue transactions, the parties to these 
transactions, and the institutionalized enabling practices surrounding 
them (all these being the elements in a market) such that for the 
entities receiving the revenue funds flows in these transactions cer¬ 
tain conditions hold. The conditions are stated in terms of the 
means-ends decision framework. 

By this method of observing behavior, an oligopoly may be identi¬ 
fied in a manner that avoids the necessity of assuming a homoge¬ 
neous commodity and identical seller behavior. Social Science Quar¬ 
terly, June 1968, 49(1), pp. 69-77 (English). Texas Technological 
College 

Barzel, Y. The Optimal Timing of Innovations. 

When an economy expands, potential innovations piogressively 
become more profitable, since the resource costs of developing an 
innovation are constant whereas the returns increase directly with 
the output of the commodity affected by the innovation. Profit max¬ 
imization, however, does not guarantee optimal allocation of re¬ 
sources over time. On the one hand, the inability of innovators to 
capture all the benefits will cause a delay in innovating activity; on 
the other, competition between potential innovators as to who will 
reach the market first will cause a premature application of re¬ 
sources to innovations. These two forces, in general, will not cancel 
each other. Under certain extreme conditions the net economic 
value of the innovation will be zero. Only when the innovator can 
exclude others from innovating and when all the benefits will accrue 
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to him will the timing of the iimovation activity be Pareto optimal. 

If an irmovation is optimally timed, its net present value per unit 
of innovation investment will be p/(r-p) where p is the (constant) rate 
of growth in the output of the commodity affected by the innovation 
and r is the (constant) rate of discoimt in the economy. If an economy 
is growing in scale, and if there is a stock of potential innovations, the 
optimal development path of these innovations will lead to a con¬ 
tinuing growth in wealth (and in per capita income). Rev. Econ. Stat., 
Aug. 1968, 50(3), English. University of Washington, Seattle, Wash¬ 
ington 


Biebwag, G. O. and Grove, M. A. Slutsky Equations for Assets. 

As in the traditional theory of portfolio selection developed by 
Tobin, Markowitz, and others, the authors assume that an individual 
is able to calculate the expected value and variance of his future net 
worth. The individual then selects a portfolio of risky assets which 
will maximize utility as a function of the expected value and variance 
of his portfolio. In Ais paper, the authors seek to derive the direction 
of change of equilibrium asset holdings in response to parametric 
variations in current prices, expected prices, measures of risk and 
correlation, and initial endowments. Many of the results are analog¬ 
ous to those obtained in traditional demand theory. For example, the 
change in the quantity of the i** asset in response to the k** current 
price can be separated into a wealth-compensated substitution effect 
and a wealth effect. Similar separations are achieved with respect to 
changes in the other parameters. For example, the change in the 
quantity of the i** asset held induced by a change in the k‘* expected 
price may be separated into a risk-compensated substitution effect 
and a risk effect. It is shown that a group of assets may be treated as a 
single composite asset if the marginal rates of substitution within that 
group change in the same proportion. It is strongly suggested that 
the analysis is analogous to Basmann's theory of variable consumer 
preferences. It is shown that the demand for assets to hold is (1) 
homogeneous of degree zero with respect to current prices and (2) 
homogeneous of degree (—If) with respect to the squared values of 
expected prices, the variance-covariances, and the reciprocals of in¬ 
itial endowments squared. A Marshallian proposition is stated—an 
elasticity with respect to an expected price is approximately equal to 
the wealth-compensated elasticity with respect to a ciurent price 
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multiplied by the negative ratio of the expected to the current price. 
Jour. Pol. Eron., Jan-Feb. 1968, 76(1), pp. 14-27 (English). University 
of Oregon 

Buchanan, J. M. What Kind of Redistiibution Do We Want? 

In bis papers (Economica, Feb. and May, 1967), Foldes examined 
redistribution in .specific goods and services in a normative context. 
As Foldes suggests, economists should pay more attention to this 
type of redistribution, as opposed to redistribution in general pur¬ 
chasing power, but this shift of emphasis can be justified on positive 
grounds. The hypothesis suggested here is that individuals desire 
the removal of certain specific behavioral results of poverty, not the 
equalization of incomes. Advocates of the negative income tax have 
failed to recognize tliis. Economica, May 1968, NS 35(138), pp. 
185-90 (English). University of Virginia, USA 


Carlson, J. An Invariably Stable Cobweb Model. 

The traditional cobweb model assumes an unchanging market 
structure, i.e., that the cobweb efiFect works itself out with no shifts 
in the supply and demand curves. If suppliers realize or believe that 
the structure is unchanging, then every price observation should be 
given equal weight in their formation of price expectations. If so, 
the market must converge. This is proved for a class of linear supply 
and demand curves by solvmg the resulting non-linear diflference 
equation. Rev. Econ. Studies, July 1968, 35-3(103), pp. 363 (En¬ 
glish). Purdue University 

Colwell, B. J. Oligopolistic Cost Increasing Competition. 

Recent data compiled by the National Food Marketing Commis¬ 
sion indicates that in the retailing segment of the food industry, the 
pattern of competition has produced higher prices. Chamberlin’s 
statement that the more likely case of monopolistic advertising pro¬ 
ducing lower price and greater output is nor borne out in food re¬ 
tailing. 

The evolution of competition in food retailing has produced self- 
imposed higher costs in the form of trading stamps, other advertis¬ 
ing and promotional devices, better and added services and fadli- 
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ties, and more and varied products. Industry concentration has in¬ 
creased and economies of scale have been realized, but they are not 
sufficient to overcome rising costs. 

Labor productivity (sales per man hour) has risen with wage 
rates, but added lalwr (selling efiFort) has added to costs. Real es¬ 
tate and rental costs (fancier, “better,” air-conditioned buildings) 
have risen. And extra store hours and more supermarkets per 
100,000 population have added to costs. 

The performance of this industry is additionally complicated by 
the fact that while retail food prices have risen, in a very real sense, 
the consumer is getting a "better” (at least a different) product- 
more commodious facilities and services, and trading stamps, puz¬ 
zles, etc. Social Science Quarterly, June, 1968, 49(1), pp. 58-& (&ig- 
lish). University of Texas at Austin 


CoNTiNi, B. AND ZioNTS, S. Restricted Barganing for Organizations 

with Multiple Objectives. 

In this paper we show that a bargaining game will yield a nego¬ 
tiated solution with certain reasonable properties if the rules of Sie 
game are appropriately restricted. The basic idea is to provide an 
incentive for all the group components to engage in a process of 
concessions imtil the point where some agreement is reached The 
incentive consists of the threat of a preannounced “imposed” solu¬ 
tion which Avill be enforced if no settlement can be reached. Eco- 
nometrica, Apr. 1968, 36(2), pp. 397-414 (English). Fondazione L. 
Einaudi, Turin and State University of New York at Buffalo 


Eckstein, O. and Fromm, G. The Price Equation. 

This paper tests classical and nonclassical hypotheses of price for¬ 
mation in manufacturing industry through time series analysis. The 
classical, competitive hypotheses follow the traditional literature 
that are converted into an empirically testable form. The disequilib¬ 
rium between demand and supply is decomposed into change in un¬ 
filled orders, involuntary inventory drawdowns, and abandoned or¬ 
ders. Shifts in the curves are reflected through changes in unit labor 
costs and unit material costs. The relation of the actual capital stock 
to demand is reflected in industrial operating rates. 

The nonclassical hypotheses of target return and full cost (Hieing 
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are reflected in the use of standard unit labor cost (the unit labor 
cost that would be incurred if the firm were operating at the stan¬ 
dard operating rate) and target profit rates. To identify standard 
unit labor cost empirically, equations are fitted explaining unit labor 
cost by average hourly earnings, operating rates and change in oper¬ 
ating rates, building on the earlier work on productivity. Standard 
unit labor cost is estimated by setting the operating rate constant at 
a normal level and computing the resultant time series. 

Tlie equations were fitted in the form of price levels, quarterly 
changes in prices, and four quarter overlapping changes. The statis¬ 
tical results indicate strongly that equations for price levels are mis- 
ipecified, that price behavior is best explained by equations for 
quarterly differences. 

The equations generally correspond to economists’ a priori expec¬ 
tations. Cost and demand elements “explain” price levels; even in 
the tougher one-quarter and four-quarter difference equations, they 
explain a large fraction of the total variance. The adjustment pro¬ 
cesses appear to be short, with much of the adjustment coming 
within tluee months, most of it within six months. While the differ¬ 
ent forms of the equations yield varying results on the relative im¬ 
portance of the competitive mechanism vis-a-vis oligopolistic pric¬ 
ing, there is pretty strong evidence that equations combining both 
mechanisms are superior to equations using either approach in isola- 
ion. Tests for asymmetries in pricing showed some evidence in sup¬ 
port of the proposition that prices have a greater tendency to in¬ 
crease than to fall. Only small bits of evidence could be found to 
distinguish the target return from the full-cost pricing methods. 
While the equations for all manufacturing, durables, and nondura¬ 
bles are similar in their overall structure, equations for all manufac¬ 
turing and durables were of higher statistical quality and yielded 
more conclusive results. 

The quarterly price equation for manufacturing is used to analyze 
the inflation of the mid-fifties, the long period of price stability and 
the most recent inflation in terms of the various cost and demand 
factors. The equilibrium value for the operating rate is computed, as¬ 
suming all costs to remain constant and orders to grow in line with 
sales. It turns out that the equilibrium operating rate is disturbingly 
low. 

’The equation suggests that a blend of classical and nonclassical 
models provides a better explanation of prices than either medba- 
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nism alone. The detailed conclusions about the impact of industrial 
structure on price formation must await analysis of the less aggre¬ 
gated two-digit industry price indexes. Am. Econ. Rev., Dec. 1968, 
5S(51 English. Harvard University and The Brookings Institution, 
USA 

Eichhorn, W. and Muller, U. Homogeneous, Especially Linear 

Homogeneous, Production Functions and the Law of Yield. 

The paper is concerned with the question whether the assumption 
of a homogeneity of production functions agrees vrith the law of 
yield, i.e., the law of diminishing returns, or, in other words, 
whether a theory based both on the law of diminishing returns and 
on the assumption of production functions being homogeneous to 
the degree of a is free of contradiction. 

As a result of the research undertaken it may be said that the 
question may be answered in the aflSrmative for certain types of re¬ 
turns which are in agreement with the law of diminishing returns 
(total yield curves); whereas the question must be answered in the 
negative for a different and important type of returns, also in agree¬ 
ment with the law of diminishing returns, where it is a case of a < 1, 
whether or not the homogeneity is linear. Weltwirtschaft. Archiv, 
June 1968, 100(2), pp. 290-304 (German). University of Wurzburg 

Elzinga, K. G. Oligopoly, The Sherman Act, and The New Industrial 

State. 

Most criticisms of the antitrust laws are directed at particular ap¬ 
plications of the law as opposed to a disbelief in the general policy 
of enforcing competition and preventing restraints of trade. But an 
impasse between oligopoly and antitrust has been alleged which 
purportedly makes the enforcement of competition outdated. 

Such is a central thesis in Galbraith’s The New Industrial State. 
While such an impasse would exist if oligopolistic market structures 
were necessary for eflBciency and innovation, considerable data indi¬ 
cate such a relationship does not exist. Since the evidence shows no 
tradeoff between market power and efficiency and innovation, this 
weighs heavily for dealing with oligopoly by dissolution, rather than 
regulation as advocated by Galbraith. Social Science Quarterly, 
June, 1968, pp. 49-57 (English). University of Virginia 
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Falebo, Jr., F. The C.E.S. and the Distribution of Income: The Case 

of El Salvador. 

Using the constant elasticity of substitution production function as 
a distribution function this article tests the neo-classical distribution 
hypothesis that a factor’s share varies directly with its average re¬ 
turn when the elasticity of substitution is less than 1. The results 
seem to indicate that the CES does not yield as meaningful results 
when applied to an underdeveloped area as when applied to a de- 
peloped economy. Kyklos, 1968, 21(3), pp. 534-39 (English). Vir¬ 
ginia Polytechnic Institute, Blacksburg, Va., USA 

Ferguson, C. E. "Inferior Factors” and the Theories of Production 

and Input Demand. 

Let p denote commodity price and pi the parametric market price 
of the i-th input used in producing the commodity. In a previous 
paper in Economica (November, 19^), I proved that in general the 
sign of 0p/9pi is indeterminant, even though one should normally 
expect a positive relation. As shown in this paper, an inverse relation 
between commodity and factor prices can exist if, and only if, the 
input in question is “inferior.” 

An input is said to be inferior if an increase in its price leads to an 
increase in the equilibrium output of the firm. The paper is chiefly 
concerned with exploring the implications of input inferiority. The 
proposition stated in the paragraph above is proved as well as the 
following: (a) a factor can be inferior only over a range of outputs; 
(b) there can be no inferior factors if the Hessian of Ae production 
function contains only negative elements on the principal diagonal 
and only positive elements elsewhere; (c) if an input is inferior, the 
weighted sum of input demand cross elasticities is positive; (d) the 
marginal cost of output varies inversely with the price of an inferior 
input 

The paper concludes with a section that points out the dangers of 
drawing (graphical analogies between the dieories of consumer and 
producer behavior. Economica, May 1968, NS 35(138), pp. 140-50 
(English). Michigan State Uiliversity USA 

Friedman, J. W. Reaction Functions and the Theory of Duopoly. 

This paper extends the noncooperative approach to the theory of 
duopoly. The assumptions of the classical work in this area by Cour- 
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not, Staclcelberg, and Bowley, have the following implications; a) 
firms make decisions in any one period so as to maximize their prof¬ 
its in that period; and b) the assumption which a firm makes about 
its rival’s behavior is generally incorrect. The natural objection to 
(a) is that firms, realizing they will be in business in future periods, 
will maximize a discounted stream of future profits over several or 
many periods. As to assumption (b), it is tenuous to think that firms 
will cling to incorrect assumptions about the behavior of their rivals 
in the face of evidence to the contrary. For example, the Cournot 
form of (b) is that firms will repeat in period t their decisions of 
period t-1. 

The present paper deals with a class of models which include dif¬ 
ferential products duopoly in which price is the decision variable of 
the firm, and homogeneous products duopoly in which output is the 
decision variable. It is assumed that: a) each firm seeks to maximize 
a discounted profit stream; b) each firm behaves according to a 
"reaction function” which gives the current decision of the firm as a 
function of the decision of its rival in the preceding period; and c) 
each firm also knows the reaction function used by its rival. Under 
these conditions, it has been proved by dynamic programming tech¬ 
niques that noncooperative equilibria exist for a wide class of duo¬ 
poly models. 

The nature of the equilibrium is as follows: a) a pair of equilib¬ 
rium reaction functions has a xmique fixed point, that is, a unique 
pair of last period’s decisions which, fed into the equilibrium reac¬ 
tion functions, gives rise to an identical set of this period’s decisions; 
and b) if either firm were to calculate its profit maximizing reaction 
function, given the reaction functions of the other firms, and substi¬ 
tute that for the one associated with it in the equilibrium pair, the 
resulting pair of reaction functions would still have the same fixed 
point, Rev. Econ. Studies, July 1968, 35-3(103), pp. 257-72 (English). 
Yale University 


Fritscii, B. Research Innovation and Technical Progress in Economic 
Analysis {Forschung, Innovation und technischer Fortschritt ah 
Gegenstand okonomischer Analyse). 

First it is pointed out that the social and economic effects of tech¬ 
nical progress have more often been systematically analysed in pre¬ 
vious writings than its causes. ’The main stages of growth theory are 
then reviewed and it is shown that contrary to the principle of the 
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golden rule accumulation within the neo-classical growth theory the 
rate of growth again depends—as in the Harrod-Dotnar type models 
—upon the investment saving ratio, if technical progress is linked 
with expenditures for R & D. The main types of economically rele¬ 
vant technical progress are explained on the basis of average pro¬ 
ductivity. Arrow’s learning function is analysed and the difference is 
shown between maximization of income and maximization of pro¬ 
ductive capacity, both within different growth rates. Research, inno¬ 
vation and technical progress still require further analysis within the 
framework of modem growth theory. One approach to it is the par¬ 
tial endogenizalion of technical progress by using specific learning 
functions. Zeitschr. f. die Gas. Stoats., May 1968, 124(2), German 


Gillhespv. N. R. The Tay Road Bridge: a case study in cost-benefit 

analysis. 

The application of cost-benefit techniques in transport economics 
is illustrated in the case of the introduction of a new road bridge 
which replaced an existing ferry service. Since there is only one proj¬ 
ect to be evaluated any theoretical controversy over criteria is irrel¬ 
evant and here the benefit-cost ratio and the simple rate of return 
are adopted. Technical difficulty is experienced with the basic traffic 
flow data which require identification, through the gravity formula, 
of the average departure/arrival points in broad traffic zones north 
and south of the Bridge. The potential traffic originates from the re¬ 
duction in distance travelled and includes both the diversion of ex-* 
isting traffic together with new generated traffic. Only those benefits 
and costs which can be empirically measmed are analysed. The pri¬ 
mary benefits result from a reduction in vehicle mileage and consist 
of a saving in (1) operating costs, (2) journey time and (3) acci¬ 
dents. The value of the saving in working time is based upon the 
present wage rates, while leisure time (with some justification) is 
taken as one third of this value. The primary cost is the capital cost 
amortized over 25 years, together with annual running costs. The 
chief ‘spillover’ benefit is generated traffic whilst increased conges¬ 
tion is the chief cost. The latter is calculated from the Road Re¬ 
search Laboratory’s formula relating traffic volume to vehicle speed; 
but difficulties with the data make the estimate only approximate. 
The benefit-cost ratio was found to be 3.4 per cent and the yield 
25.4 per cent. In the first nine months of the Bridge’s operation the 
forecasted flow of diverted traffic was within 1 per cent of the actual 
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flow. Scottish Jour. Pol. Econ., June 1968, 15(2), pp. 167-83 (En¬ 
glish). University of Edinburgh, UK 

Hattwick, R. E. and Saelobs, J. W. Some Aspects of the Theory of 

Flaimed Obsolescence: An Inquiry into the Supposed Benefits of 

Oligopolistic Product Competition. 

This paper examines the structural bases and a performance im¬ 
plication of the behavior known as planned obsolescence. The struc¬ 
tural bases identified are classified as either permissive or implemen- 
tal factors. The permissive factors consist of the phenomena which 
make the consumer willing to accept new styles or models. The im- 
plemental factors are the stock nature of demand and the absence of 
pure monopoly. 

Rivalry leads producers to compete for the stock of demand and, 
since the more one firm “captures” at one point in time the smaller 
the amount left for the others at a later date, every producers’ time 
preference for sales schedule shifts closer to the present than would 
be the case if a pure monopolist controlled production and sales. As 
a result, excess capacity is likely to appear and this tempts produc¬ 
ers to employ planned obsolescence which creates a new stock of 
demand. 

Economic efficiency is the only performance norm considered. 
Two sources of inefficiency attributable to planned obsolescence are 
identified. One is the inadequate opportunity for manifestation of 
consumer choice in the market. The second is the failure of produc¬ 
ers to take into account a portion of the social opportunity costs as¬ 
sociated with the rivalry induced more rapid rate of supplying (ex¬ 
hausting) the given stock of demand. Social Science Quarterly, 
June 1968, 49(1) pp. 78-86 (English), University of Houston 


Hoffmann, W. G. The Structure of Economic Growth in Industrial 
Gountries {Zur Struktur der KapHalintensitdt, der Arbeitsproduc- 
tivitdt und der relativen Ldhne in den wachsenden Industriesta- 
aten). 

The present study is an attempt to characterize empirically the 
economic growth of the industrial countries, with the help of several 
important relationships, for which data are available. The empirical 
findings are presented without special reference to their theoretical 
reliance. However, it is implied that the structural relationships re- 
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vcaled here for the German Federal Republic and the U.S.A., 1958-66, 
apply to other industrial countries as well. 

The structural indices forming the basis of comparison between 
the U.S. and the Federal Republic included the following: capital 
intensity, labor productivity, capital-output ratio, wage rate, labor’s 
income share, capital turnover, gross returns and gross profits. These 
magnitudes are estimated for individual industries in both countries 
—and tliis disaggregation gives them their special value. The results 
are displayed in 19 tables and 12 graphs. In some cases the weak¬ 
ness and ihe incompleteness of the data must be recognized but the 
results are nevertheless interesting. The relative constancy and simi¬ 
larity of the relationships—seen internationally and intersectorally—is 
amazing. This may reflect the overwhelming, pervasive influence of 
technological convergence—encouraged through international 
competition between the industrial countries. On the other hand, 
one notes the different wage cost behaviour in Germany and the 
U.S.; as they rise in the former, they fall in ihe latter, and in practi¬ 
cally all of the observed industries. Kyklos, 1968, 2J(3), pp. 427-66 
(German) University of Miinster/Westf. 


Kamien, M. I. ANn ScrrwARTz, N. L. Optimal “Induced” Technical 

Change. 

In this paper an attempt is made to give precise e.xpression to the 
conditions under which a profit maximizing firm with fixed research 
budget will choose each type of technical change (i.e. “neutral” and 
“nonneutral”). It was foimd that the optimal choice depends on the 
initial technology, relative factor prices, and relative costs of acquir¬ 
ing different types of technical change. The preferred technical 
change need not be exclusively of one sort (e.g., "neutral” change). 
Once “neutral” technical change becomes optimal, however, it re¬ 
mains so until there is a change in relative factor prices. On the 
other hand, adoption of a “biased” technical change may eventually 
cause “neutral" advance to become desired even in the absence of 
relative factor price changes. Examination of the firm’s decision cri¬ 
terion under the assumption that it is a monopsonistic buyer of fac¬ 
tors of production, discloses that under identical initial conditions 
(i.e., relative factor prices and relative costs of alternative forms of 
technical change) the firm will prefer more “biased” technical 
change relative to the situation in which it purchases factors com- 
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petitively. In particular, the firm will, under these conditions, seek 
those “biased” technical changes which economize on the factor 
whose elasticity of supply is relatively smaller. Finally, it was also 
discovered that, contrary to previous suppositions, changes in the 
elasticity of substitution do affect the optimal capital-labor ratio for 
each factor price combination in all cases but one. Econometrica, 
Jan. 1968, 36(1), pp. 1-17 (English). Camegie-Mellon University 

Kennedy, C. Restraints and the Allocation of Resources. 

This paper examines some recent work in the allocation of re¬ 
sources for development. The main purpose of the paper is to ques¬ 
tion, on broadly Keynesian grounds, the legitimacy of treating sav¬ 
ing as though it were a resource and hence could be a restraint on 
investment expenditirre. Objection is also raised to the use of saving, 
in the guise of ‘capital’, as the numeraire in which shadow prices are 
expressed. It is argued that for most economies foreign exchange is 
the most appropriate numeraire. Oxford Econ. Papers, July 1968, 
20(2), pp. 197-210 (English). University of Kent at Canterbury 

Klappholz, K. What Redistribution May Economists Discuss? 

This note criticises the view of J. M. Buchanan, expressed in the 
same issue of Economica, that economists must not incorporate “ex¬ 
ternal norms” in their models. The author contends that Buchanan 
confuses two senses of “norms”: “norms” in the sense of hypotheses 
concerning the preferences of individuals whose behaviour is to be 
explained, and “norms” in the sense of criteria for appraising eco¬ 
nomic arrangements. While there are methodological arguments 
against using “external norms” in the sense of hypotheses, there are 
none against using “external norms” in the sense of criteria. Econom¬ 
ica, May 1968, NS 35(138), pp. 194-97 (English). London School of 
Economics 

Klaus, J. Price Stability and Wage Policy {Preisniveauneutrale Lohn- 

politik in unterschiedlichen Konjunktursituationen). 

A set of criteria of a wages policy aiming at price stability can be 
constructed if the different phases of the business cycle and the 
price altitudes prevailing among suppliers are taken into consider- 
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ation. The problems of productivity—geared wages policy and th< 
endogeneous character of productivity itself necessitate a wider ap 
proach. Under conditions of free capacities additional demand, 
large part of which stems from wages, also affects productivity rises 
This concept leads first to a model relating to full-cost pricing in ■ 
recession. It can easily be extended to the full employment situation 
In both cases, the rise in wages must be kept within a precisely de 
finable relationship to investment growth if changes in the pric 
level are to be avoided. An acceleration of investment activity als< 
requires a simultaneous (however varying) acceleration of the wag 
rise. This result, which is rather strange at least for the full-employ 
ment situation, is modified if price-taking attitudes of the supplier 
prevail under boom conditions To attain price stability, here alst 
certain relationships of wage rise and investment growth must b 
fulfilled; yet, the rules are contrary: if investment accelerates, th< 
wages rise must be reduced, and vice-versa. 

The requirements for a wages policy aiming at price stability an 
thus, according to the price attitudes and the phase of the cycle, ex 
tremely diverse. InsuflBcient knowledge, particularly concerning thi 
price attitudes of the suppliers, can lead to a wages policy the crite 
ria of which are false. Kyklos, 1968, 21(3), pp. 469-95 (German) 
Universitat Erlangcn-Numberg, Germany 


Levhari, D. a Note on Houthakker’s Aggregate Production Functioi 

in a Multifirm Industry. 

This note deals with Houthakker’s approach of aggregating a pro 
ducbon function for an industry. It tries to reverse Houthakker 
procedure and to derive the distribution function of factor propor 
tions from a neoclassical production function. Specifically, it derive 
the distribution function for a CES production function. Econome 
trica, Jan, 1968, 36(1), pp. 151-54 (English). M.I.T. and Hebrev 
University, Jerusalem 


Mishan, E. J. Redistribution in Money and in Kind: Some Notes. 

Under restricted conditions as Foldes shows {Economica, Feb 
and May, 1967), it is possible to achieve a more exact distribution o 
real income with goods rather than with money. But the problems o 
collecting the information and distributing the goods make the ides 
impractical even under these restricted conditions. If relative price: 
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are constant, or nearly so, money income distribution is suflBdently 
precise, is practical, and is widely acceptable. 

It is not possible to by-pass a separate value judgment for distri¬ 
bution in welfare economics. In particular, the elimination of pov¬ 
erty cannot be subsumed as part of the Pareto analysis by Bucha¬ 
nan’s device of regarding its manifestation as an external disecon¬ 
omy. If it were, its correction would be consistent with making the 
poor yet poorer. Economica, May 1968, NS 35(138), pp. 191-93 
(English). London School of Economics, UK 


Mishan, E. J. What is Producer’s Surplus? 

Since Marshall’s coining of the term, producer’s surplus has been 
used ambiguously in the literature; sometimes to indicate rent or 
quasi-rent to a factor, sometimes to indicate profits to an industry. 
The paper suggests therefore that the term producer’s surplus be 
struck from the economist’s vocabulary. Already we have definitions 
of profits and of rents, and no new concept is introduced by produc¬ 
er’s surplus. Moreover, the familiar measmement of producer’s sur¬ 
plus as the area between the supply curve and the price may be 
taken as a measure of rent only in cases where one factor is inelastic 
in supply and all other factors are perfectly elastic in supply and 
fixed in price. In the common example of an upward-sloping supply 
curve that is the result of variation in the prices of two or more fac¬ 
tors, which are inelastic in supply, the area in question does not 
measure rent to any one, or all, of the factors, and does not measure 
profits to the industry. Indeed, in perfectly competitive long-period 
equilibrium Knightian profit is zero. Am. Econ. Rev., Dec. 1968, 
58(5) Engh'sh. London School of Economics, UK 

Morishima, M. and Mubata, Y. An Input-Output System Involving 

Nontransferable Goods. 

This paper distinguishes vintages of capital goods. We assume 
that capital goods are mobile within each industry, but immobile be¬ 
tween industries. The malleability of them is not assumed, but 
young and old capital goods of the same kind, if they belong to the 
same industry, are assumed to be substitutable for each other, after 
making some adjustment in efiSdency. 

We observe that the replacement coeffidents of the true dynamic 
input-output model are not generally constant but depend on the 
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age composition of capital. We get the Sectoral Flexible Acoelera 
tion Principle instead of the simple one, upon which many writer 
have relied in the explanation of investment demands. The dynamii 
input-output equations of the traditiona] form can be validated onh 
when capital goods are perfectly malleable. 

The nonsubstitution theorem, originally proved for a static system 
has recently been extended to a dynamic case with capital goods, 
has been seen that the optimal current-input and capital coefficient 
will remain constant regardless of the values of the final demand; 
for goods, so long as the real wage rate is not disturbed by change 
m the level of production. TTiis observation assumes that not onb 
new capital goods just produced, but also old capital goods installet 
in the past, can easily be transferable between industries. If the as 
sumption of perfect mobility were rejected, we could not obtain thi 
dynamic nonsubstitution theorem; the findings in this paper deni 
the theorem. 

Finally, the equilibrium rate of growth calculated from the tradi 
tional model would not be very far from the one calculated from on 
model; so that from the long run viewpoint, there is little difference 
between the two. The vintage and nontransferability of capita 
goods would not be so far reaching in the long run growth analysii 
as they are in the short run analysis. Econometrica, Jan. 1968, 36(1) 
pp. 71-92 (English). Osaka University and Kobe University of Com 
merce 


Nath, S. K. Welfare Economics, Economic Growth and the Choice 

of Techniques. 

The paper starts with a general analysis of the role of value judg 
ments in an application of economic theory to practical prohlem; 
like those of economic growth. In this connection, the value ele 
ments in the concept of economic growth are also examined. There 
is a critique of the indiscriminate use of the theorems of a prior 
welfare economics in discussing economic growth. Finally the papei 
shows how some of the controversy about investment and choice ol 
techniques criteria has in part been due to differences in implicil 
value judgments; and examines from that standpoint the rate ol 
turnover, the rate of surplus and the maximisation of employmenl 
criteria. Jour. Devel. Stud., Jan. 1968, 4(2), pp. (English). School ol 
Economics, University of Warwick, UK 
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Pashigian, B. P. Limit Price and the Market Share of the Leading 
Firm. 

The theory of limit pricing does not explain when price should be 
reduced to the limit price to block entry. iTie theory does not ex¬ 
plain why entry occurs and when it stops. This paper reviews the 
assumptions of the limit price model and presents a simple dynamic 
extension of the limit price theory. This extension specifies the con¬ 
ditions which make it optimal to charge the monopoly price and 
allow entry or charge the limit price and block entry. The effect of 
market size, discount rate and the decay rate of the market share on 
the terminal market share of the leading firm is investigated. The 
theory is evaluated on its ability to explain certain empirical regular¬ 
ities that have emerged from post war studies of concentration and 
profitability. Jour. Indus. Econ., July 1968, 16(3), pp. 165-77 (En¬ 
glish). University of Chicago 


RAnEB, T. Normally, Factor Inputs Are Never Cross Substitutes. 

If increases in one factor increase the marginal productivity of 
other factors, the demand for factors by competitive firms always 
displays complementarity between the factors. Increases in one fac¬ 
tor price always decrease demands for other factors. On the other 
hand, the relative demand for the other factors increases relative to 
the factor whose price increases. Jour. Pol. Econ., Jan.-Feb. 19 
76(1), pp. 38-43 (English). Washington University St. Louis, Mis¬ 
souri 

Radner, R. Competitive Equilibrium under Uncertainty. 

This paper explores how far one can go in applying the modem 
theory of competitive equilibrium to the case of uncertainty. In the 
first part, the analyses of Arrow and Debreu are extended to the 
case in which different economic agents may have different informa¬ 
tion about the environment. The second part deals with the limita¬ 
tions of the Arrow-Debrew type of model, and discusses the diflficul- 
ties associated with nonconvexities in the production of information, 
with information generated by spot markets, and with limitations on 
the computational capacities of economic agents. It is argued that 
the demand for liquidity arises from, among other things, the last 
two phenomena, and thus does not appear to be amenable to analy- 
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SIS by means of the neoclassical” theory of competitive equibbnu 
Econometrica, Jan, 1968, 36(1), pp. 31-58 (English). University 
California, Berkeley 

Samuels, J. M. and Smyth, D. J. Profits, Variability of Profits, ai 

Finn Size. 

The paper examines the behaviour of profit rates of individu 
companies in the United Kingdom over the ten-year period, 1954 
1963, and considers in particular the variability of the profit rat 
over time in relation to the size of the firms. TTie relation betwe 
industrial concentration and the variability of profit rates is also co 
sidered. 

Compames are classified into size groups according to their asse 
at the beginning of the period. The measure of profitability used 
the study is the relationship between profits (after depreciation 1: 
before tax) and net assets. 

It was found that firm size was a significant factor in the detem 
nation of its mean profits over the period. There was a tendency f 
profit rates to fall over the period, among both large and small for 
The larger companies were found to have smaller fluctuations 
their profit rates than smaller companies, which is what would ’ 
expected from the concepts of diversification. The findings are sin 
lar to those of studies of United States companies, where theori 
have been tested, such as where a large firm is regarded as a comp 
sition of a number of smaller profit centres, each of which can : 
likened to a small firm. 

The hypothesis that firms in more highly concentrated industri 
have less variable profits than firms in less concentrated industri 
was examined, and found to be substantiated. Variances about trer 
were small for companies when in industries with a concentratic 
ratio of greater than 30 per cent. Economica, May 1968, h 
35(138), pp. 127-40 (English). University of Birmingham 

Stigutz, j. E. a Note on the Choice of Technique in a Sociali 

Economy. 

This paper analyzes the optimal choice of technique and level 
investment for the Solow-Robinson model (R. M. Solow, “Substi 
tion and Fixed Proportions in the Theory of Capital”, Revieto 
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Economic Studies, June, 1962 pp. 207-218; J. Robinson, Exercises in 
Economic Analysis (1960) pp. 38-56.) in which ex ante there are 
possibilities of substituting capital for labor but ex post there are 
fixed coeflicients. Machines are produced by labor alone; if we 
choose our units so labor per madiine is unity, more capital inten¬ 
sive techniques require more labor to produce them but have a 
greater output. The planner wishes to maximize discounted con¬ 
sumption over an infinite horizon. The optimal trajectory has the 
following characteristics (for a capital poor economy): (a) only one 
type of machine is ever constructed; it is the machine for which 
b|/ [k|(n -t- S) + 1] is the largest, where is the rate of depreciation, 
5 the rate of time preference, ki is labor required to build a given 
machine and bi is output per man on a given machine; (b) wages 
and prices (in consumption numeraire) are constant; (c) the number 
of workers in the consumption goods sector increases monotonic- 
ally. (The previous attempts at analyzing this problem by Okishio 
and Robinson (N. Okishio, “Technical Choice Under Full Employ¬ 
ment in a Socialist Economy”, Economic Journal, September 1966, 
pp. 585-92.) arbitrarily assumed that the number of workers in each 
sector was constant.) The results have a simple labor theory of value 
interpretation; the optimal technique is the one that minimizes cor¬ 
rectly calculated labor costs j)er unit of output, and relative prices 
are equal to the (correctly calculated) relative labor costs. Econ. 
Jour., Sept. 1968, English. Yale University USA 


Thygesen, I. Ranking of Public Investment Projects, 

The paper discusses simple methods for ranking alternative in¬ 
vestment projects for a single public activity with due regard to 
budget constraints, which hold for the sector concerned as a whole. 
The purpose of the paper is to suggest effective techniques by 
which irrelevant alternatives can be eliminated in an objective way, 
even in the frequent case where the shadow values of capital in 
coming periods are unknown. 

The theory finds direct application on large public enterprises, 
where the final decision-making is left to the political process. Here 
the planner’s job is precisely to select a small set of relevant alterna¬ 
tives on which the political choice may safely concentrate. 

More importantly the same criteria may be used to indicate the 
projects to include in the investment planning process for a sector. 
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Most projects do not show the clear-cut type of interdependem 
which is allowed by mathematicBl programming models; this is 
ther ignored or handled by defining alternative composite projec 
The latter method is in itself insufficient, as an infinite number 
projects soon emerges. An iterative procedure is recommende 
which shifts between choice of admissible projects and choice of c 
timal plan. The techniques are illustrated by case studies from Sea 
dinavian transporattion projects. Nationalpkon. Tids, 1967, 105(5- 
pp. 248-63 (Danish) Technical University of Denmark 

Tsukui, J. Application of a Turnpike Theorem to Planning for E 

dent Accumulation: An Example for Japan. 

A particular type of objective function is built in a linear pr 
gramraing version of the dynamic Leontief model so that the so 
tion gives the path to accumulate the maximum value of capii 
stocks with the Neumann (turnpike) configuration in the termin 
period of the program. In view of the author’s turnpike (Econom 
trica, 1966, 34(2) 396-407) theorem, leading the economy along tl 
path is thought the safest method for a planning agency when des: 
able capital configuration in the future is unknown—as is usually t) 
case. A proposed programming model is presented. 

This programming model is applied to the Japanese economy f 
the periods 1955 to 1980, and the computed path is compared wi 
the actual. The results showed an interesting phenomena of the a 
justment of the actual growth paths toward the turnpike (the Ne 
mann ray) in most of the industrial sectors. Also, by the analysis 
the computational results the relatively unstable nature of the 
namic Leontief model is revealed. Econometrica, Jan. 1968, 36( 
pp. 172-86 (English). Seikei University 

Tuhvey, R. Peak Load Pridng. 

Solutions to the peak load pricing problem, such as that recent 
published by Professor Williamson in the A.E.R., involve varioi 
simplifying assumptions. The most important of these are examine 
with particular reference to the practical case of electricity tariffs, 
is shown that marginal capacity cost is not a simple concept an 
that certain characteristics of the demand for electricity invoh 
complications. Finally, an experimental approach to the choice < 
the best tariff is described. Jour, Pol. Econ., Jan.-Feb. 1968, 76(^. 
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pp. 101-13 (English). National Board for Prices and Incomes, Lon¬ 
don 


VtNOD, H. D. Econometrics of Joint Production. 

The current models in Mathematical Economics assume no joint 
production and the empirical work in this area is scanty. This paper 
argues that we should recognize the simultaneity of production pro¬ 
cesses that produce two or more outputs jointly; otherwise ordinary 
least squares regression will give rise to inconsistent estimates. A 
new estimation procedure is developed which is based on Hotell¬ 
ing’s canonical correlation analysis and which seems to be particu¬ 
larly suited to the problem of joint production. However, it can be 
viewed as an alternative technique for the estimation of simulta¬ 
neous equations. 

The canonical correlation analysis results in generation of certain 
index numbers which may or may not have economic interpretation. 
Because of this shortcoming the application of such a powerful tool 
in econometrics has so far been radier limited. By applying the tech¬ 
nique suggested in this paper, we can handle a greater variety of 
problems. The artificial index numbers are replaced by economic 
variables that have obvious economic interpretation. The consis¬ 
tency of our technique is proved and the tests of significance are 
given. The joint production function is studied in terms of its output 
substitution and input substitution. In the joint production of wool 
and mutton, the coefiBcient of labor for one of the equations is nega¬ 
tive. An attempt is made to interpret the result graphically. Some 
comments and theoretical deductions are made regarding the con¬ 
troversial policy question of "fair” allocation of joint costs to jointly 
produced outputs, for example freight and passenger services in rail¬ 
road industry. In the second part, some empirical examples and a 
comparison with ordinary least squares are included. The forecast¬ 
ing accuracy is also compared illustrating the superiority of the sug¬ 
gested estimation procedure. Econometrica, Apr. 1968, 36(2), pp. 
322-36 (English). Mathematica, Princeton 


Vogt, W. Capital Accumulation and Technical Progress. 

The paper offers a contribution to the question of the relationship, 
within growth theory, between capital accumulation and technical 
progress. It is assumed that the resources not used for the produc- 
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bon of consumption goods may be used either for the production 
capital goods or, at choice, for the creation of (Harrod-neutra 
technical progress in such a manner that an existing transformatic 
curve of accumulation rate and technical progress (as usual, a ct 
cave curve) move to the right with an increasing mathematic 
product of capital productivity and savings quota. Assuming that e 
trepeneurs want to maximize the growth rate of profits, one arriv 
at an optimum combination of accumulation rate and technic 
progress for each position of the transformation curve. These £ 
sumptions are introduced into a neo-classical growth model, wi 
the aid of which the stability and chEuacteristics of growth equili 
rium are examined. It is shown, among other things, that, in contr 
diction to traditional growth theory, equihbrium rates depend ^ 
the savings quota. WeltuArtschaft. Archie, June 1968, 100(2), f 
185-95 (German). University of Regensburg 


Wilson, R. On The Theory of Snydicates. 

A syndicate is defined to be a group of individuals who must 
common make a decision under uncertainty that will result in a pa 
off to be shared jointly among them. The normative criterion 
Pareto optimahty is employed in this paper to determine the co 
struction of the sharing rule, and then to examine the conditions f 
existence and the methods for constructing a surrogate group utili 
function and a consensus of the members’ probability assessments. 
IS shown that, in the absence of agreement on the probability assei 
ment, the existence of surrogate measures depends solely on sat 
fying Savage’s fourth postulate (that probability assessments are i 
dependent of the consequences), which in turn requires and is e 
sured by linearity of the sharing rule. Defining an individual’s n 
tolerance as the reciprocal of Pratt’s measure of risk aversion, oi 
finds that each member s marginal share of the payoff is in propc 
tion to his risk tolerance, and therefore that the risk tolerance of t 
group is the sum of the members’ risk tolerances; and that a probab 
ity consensus is constructed by sampling the members’ assessmer 
in proportion to their respective risk tolerances (or equivalent 
their marginal sharing proportions). The existence of surroga 
functions also requires that Pratt’s measure of cautiousness be ide 
tical for all the members. Only in the special case of exponent 
utility functions will the sharing rule suffice as an incentive to : 
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duce each member to prefer the same decision as the group. The re¬ 
sults indicate that the corporate form of financial organization is so¬ 
cially efficient if there is some similarity among the stockholders’ risk 
preferences, but doubt is cast on the appropriateness of Savage’s 
fourth postulate in a general welfare context. Econometrica, Jan. 
1968, 36(1), pp. 119-32 (English). Stanford University 

Beu., F. W. The e£Fect of monopoly profits and wages on prices and consumers’ 
surplus in U.S. manufacturing. Western Econ. Jour., June 196d, pp. 233-41. 
Beu., F. W. The Pope and die price of fish. Am. Econ. Rev., Dec. 1968. 
Caiabbesi, G. Transaction costs, resource allocation and liability rules—a com¬ 
ment. Jour. Law & Econ., April 1968, pp. 67-73. 

CoNUSK, J. Simple dynamic effects in work-leisure choice: a skeptical comment 
on the static theory. Jour. Human Resources, summer 1968. 

CoNTiNi, B. Un modello di contrattazioni per un-economia di scambi. Studi 
Econ., Jan.-April 1968, pp. 7-24. 

CoNTiNi, B. Note en tema di monopolio bilaterale e discriminazione dei prezzi. 

Giom. d. Econ., Jan.-Feb. 1968, pp. 86-101. 

CouRBts, R. Productivity globale ties facteurs, pryvision des prix et politique 
des revenus. Rev. Econ., July 1968, pp. 563-606. 

Demsetz, H. Do competition and monopolistic competion differ? Jour Pol. 
Econ., Jan.-Feb. 1968, pp. 146-48. 

DrwAN, R. K. Returns to scale in Indian industry: a comment. Indian Econ. 
Jour., 1968,15(4). 

FoNTANEUdt, G. II problema delle scelte dell’operatore pubbhco in materia 
di infrastrutture per i trasporti. Riv. di Pol, Econ., April 1968, pp. 431-72. 
Gauxakd, Y. and Thuiujeh, G. Qu’est-ce qu’un investissement? Rev. Econ., 
July 1968, pp. 607-37. 

Gordon, M. J. and Ying, C. The assignment of costs to joint products in a 
decentralized firm. Jour, Bus. Univ. Chicago, July 1968, pp. 363-74. 
Ghamm, W. P. and eTkelund, R. B. Jh. Monopsony, minimum wages and em¬ 
ployment: a reconsideration. Am. Economist, spring 1968, pp. 52-54. 

Gray, R. and Morrill, J. E. A note on monopsony, minimum wages and em¬ 
ployment; extended. Am, Economist, spring 1968, pp. 55-64. 

Harnett, D. L., Hughes, G. D. and Cummings, L. L. Bilateral monopolistic 
bargaining through an intermediary. Jour. Bus, Univ. Chicago, April 1968, 
pp. 251-59. 

Haveman, H. and DeBartolo, G. The revenue maximization oligopoly model: 
comment. Am. Econ. Rev., Dtc, 1968. 

Kanter, H., Moore, A. and Singer, N. The allocation of computer time by 
university computer centers. Jour. Bus. Univ. Chicago, July 19W, pp. 375-84. 
Katzner, D. W. a note on the differentiability of consumer demand functions. 
Econometrica, April 1968, pp. 415-, 

Kiener, E. Die Verwendung der Regelungstheorie zur Darstellung voUeswirt- 
schafthcher Vorgange. Schweiz, Zeitschr. f. Volkswirtscliaft und Stat., June 
1988, pp. 171-95. 

Korpelainen, L. Kotitalouksien merkityksesta paiomanmuodostukstuksessa. 
(The role of households in capital formation. With English summary.) Kan- 
santaloudellinen Aikakauskirja, 1968, 64(2), pp. 123-29. 

Kumagai, H. Notes on "excessive" competition. Osaka Econ. Papers, Dec. 1967, 

pp. 1-16. 
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Lago, a. V. Microeconomia. Una aproximaci6n psiool^gica. (With En 
suminary.) Econ6inica, May-Aug 1967, pp. 35-54. 

I^BATT, J. Analyse caitique de la fonction a gfo6ratlon de capital de B. 
Solow. Rev. Econ., May 1968, pp. 411-81. 

Linda, R. Le Syst^me des indices d’^qullibre et son application concrete 
sid^iurgie des Etats-Unis. Rlv. di Pol. Econ., May 1908, pp. 607-98. 

Lombaroini, S. Competition, free entry and generm equilibrium models. E 
Intemaz., Feb 1968, np. 1-26. 

Mantex, R. R. Toward a constructive prool of the existence of equilibr 
In a competitive economy. Yale Econ. Essays, spring 1968, pp. 155-96, 

Marion, G. Les thdones de la repartition hi^aramque des revenus d’A( 
Smith 4 nos jours. Rev. Econ., May 1968, pp. 385-410. 

Mabris, R. Aportaciones recientes a la teork del credmiento de la empi 
Tnmestre Econ., April-June 1968, pp. 269-84. 
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Income and Employment Theory; 

Related Empirical Studies 

Britto, R. a Study in Equilibrium Dynamics in Two Types of 
Growing Economies. 

This paper bears on the results that Pasinetti obtained in 1962 for 
a two-class growth model and the subsequent controversies to which 
this gave rise with Meade on the one hand and Samuelson and Mo¬ 
digliani on the other. It is shown that Pasinetti was right in insisting 
that he was working in a framework different from that of the neo¬ 
classical. This is done by formalising the Kaldor-Pasinetti two-class 
model and comparing its behaviour out of the steady-state with that 
of the two-class neo-classical model. While the latter is always lo¬ 
cally stable, the former may or may not be, depending on certain 
parameters. Thus the fact that Pasinetti’s central result—the interest 
or profit rate equals the ratio of the natural rate of growth to the 
propensity to save of capitalists—can also be obtained in one version 
of the neo-classical model does not imply that the models are equiv¬ 
alent. To see this, however, one must examine the dynamics of the 
models when the economies they describe are not in steady-state. 
Econ. Jour., Sept. 1968, English. Tufts University, Medford, Mass., 
USA 

Brubakeh, E. R. Embodied Technology, the Asymptotic Behavior 
of Capital’s Age, and Soviet Growth. 

The purpose of this paper is to explore the usefulness of the hy¬ 
pothesis of embodied technical change for providing insight into 
sources of growth in Soviet aggregate output. Fundamental portions 
of the basic record on Soviet economic growth as compiled by West¬ 
ern scholars are presented. Then the data are interpreted within the 
framework of a Cobb-Douglas function amended to include the ef¬ 
fects of disembodied technical change. This interpretation left much 
of growth unexplained. The function was amended to reflect invest¬ 
ment in education, but about 90 percent of the original residual still 
was imexplained. It was assumed that this remainder is due solely to 
design changes in physical capital, and the age of capital was used 
as a proxy for its quality. Average annual rates at which capital 

829 



830 


Journal of Economic Abstracts 

quality appears to have changed between bench mark years was cal¬ 
culated as a final residual. On the basis of these calculations a sum¬ 
mary on some cources of Soviet growth was prepared, Finally the 
pattern of changes in the average age of Soviet capital was cal¬ 
culated, and it was found that during "normar periods it was ap¬ 
proaching an “equilibrium” level in large steps that appeared likely 
to diminish with the passage of time. It seems that during “normal” 
periods such declines in average age may have provided a signifi¬ 
cant contribution to growth, and that this contribution may decline 
substantially as possibilities for further reductions in the average age 
of capital decline. Rev. Econ. Stat., Aug. 1968, 50(3), English. Uni¬ 
versity of Wisconsin, USA 


Chkist, C. F. a Simple Macroeconomic Model with a Government 

Budget Restraint. 

In choosing a mix of monetary and fiscal policies, government au¬ 
thorities (including the central bank) are bound by a government 
budget restraint. It requires that in each period total government ex¬ 
penditure (transfer payments plus purchases of goods and services) 
must be equal to the total flow of financing from all sources (includ¬ 
ing printing money). This means there is a constraint upon the gov¬ 
ernment’s freedom to choose arbitrary values of such policy vari¬ 
ables as expenditures, taxes, net amount of borrowing from the pri¬ 
vate sector, and net amount of new money issued. The net amount 
of money issued must be just enough so that, when it is added to the 
other flows of financing, the total is equal to expenditure. 

It is the purpose of this paper to introduce the government 
budget restraint into a very simple theoretical static macro-economic 
model of aggregate demand with a rigid price level, and to show 
how the analysis of macro-economic policies is affected by the 
budget restraint. 

The results indicate that the multiplier effect of a change in gov¬ 
ernment purchases cannot be defined until it is decided how to 
finance the purchases. The value of the multiplier given by the gen¬ 
erally accepted analysis (which ignores the government budget re¬ 
straint) is in general incorrect. The one-year impact multiplier effect 
of government purchases may be greater or less than the value ob¬ 
tained by ignoring the budget restraint, depending on whether the 
method of financing is mainly by printing money or mainly by taxa- 
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tion. The same applies to the long-run multiplier effect of govern¬ 
ment purchases. A striking result is that the long-run multiplier effect 
of an increase in government purchases, with no change in tax rates, 
is equal to the inverse of the marginal rate. Jour. Pol. Econ., Jan.- 
Feb. 1968, 76(1), pp. 53-67 (English). The Johns Hopkins Univer¬ 
sity, USA 


Eisner, R. and Nadihi, M. I. Investment Behavior and Neo-Classi¬ 
cal Theory. 

Key propositions of Jorgenson’s “theory of investment behavior 
based on the neo-clas.sical theory of optimal accumulation of capital” 
are tested with his post-war, quarterly, time series data for manufac¬ 
turing. These include his assumptions, derived from the Cobb-Doug- 
las production function, that elasticities of capital stock, K, with re¬ 
spect to relative prices, p/c, and output, Q, as well as their product 
pQ/c, are all unity. Instead of constraining the elasticities to be 
unity, as does Jorgenson, we estimate them freely with general Pas¬ 
cal distributed lag estimators from equations of the forms: 


and 


A In Kt = E -y.A In ( — ) In Kt-, -f V 

t'a-m \ C / i—i j„l 

A In At = 2]rTp.A In (-~\ 7 ,,A In 

\ C /J 


r 

+ E In Ki-j -f- V 
where m = 0, 1, ■ • • , 4, r = 1, 2, .3, 


and estimated elasticities = 




The best estimates of elasticity of capital stock with respect to 
pQ/c, which in Jorgenson’s formulation is proportional to “desired 
capital stock,” are then found to be less than .25, and significantly 
less tlian unity. Those with respect to relative prices alone, even 
under the most favorable definition, are in the neighborhood of .16. 
The elasticity with respect to output is considerably higher, varying 
downward from .82. 
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These results might follow from a CES production function wit 
elasticity of substitution much closer to zero than to one (and, possi 
bly, with increasing returns to scale). They offer little support foi 
Jorgenson’s particular “neo-classical” explanation of investment 
which assumes a major role for the user cost or rental price of capi 
tal m addition to the traditional flexible accelerator relating to out 
put. 

Other conclusions of Jorgenson and associates, regarding laj 
structures, proportional replacement and, by inference, the role o 
tax pohcy in investment, are also shown to be derived from specia 
assumptions of Jorgensons model and to be unsubstantiated or con 
tradicted by the data. Rev. Econ. Stat., Aug. 1968, 50(3), English 
Northwestern University and National Bureau of Economic Re 
search, USA 


Eltis, W. a. Technical Progress, Profits, and Growth. 

The effects of two assumptions about technical progress are ana 
lysed in this paper. One is the traditional assumption that technica 
progress ocoirs at an exogenously given annual rate. The other i 
that the rate of technical progress depends entirely on investmeni 
and not at all on the passage of time, and it is a consequence of thi 
assumption that the annual rate of technical progress varies propoi 
tionately with the share of gross investment in GNP. It is shown tha 
any steady growth rate is then a possible one, even with a constan 
labour force; so the results are rather different from those in Arrow’ 
‘learning by doing’ model where a similar assumption about the de 
pendence of technical progress on investment is made, but the onl 
possible steady growth rate is a rate depending on the rate of labou 
growth. 

As well as allowing for the possibility that the rate of technics 
progress may depend substantially on investment, an attempt i 
made to develop a growth model in which economies of scale pla 
some part. It is argued that these act as a multiplier to the growt 
made possible by technical progress and labour growth, and ths 
they have a favourable effect on the IGOR and on the net rate c 
profit. 

Two other propositions may be of some interest. One is that 
higher share of investment will always be associated with a lows 
net rate of profit, even where investment raises the rate of technicj 
progress proportionately. The other is that where the rate of techn 
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cal progress depends entirely on investment, the capital output ratio, 
the share of gross profits in GNP, and the gross rate of profit will be 
the same at all rates of growth, and with all lives in capital. Oxford 
Econ. Tapers, July 1968, 20(2), pp. 163-96 (English), Exeter Col¬ 
lege, Oxford 


Feuwtein, M. S. and Tsiang, S. C. The Interest Rate, Taxation and 

the Personal Savings Incentive. 

This paper deals with the effects of the interest rate and of taxa¬ 
tion on the individual’s incentive to save. Tax measures differ from 
interest rate changes in two important ways. First, taxes can be di¬ 
rected at particular groups in the population. Second, when the un¬ 
certainty of income and investment yield is recognized, it is clear 
that taxes affect not only the expected yield on investment but also 
the “uncertainty” of that yield. 

Section II ignores uncertainty and uses an ordinal utility function 
to obtain and evaluate an expression for the elasticity of savings 
with respect to net yield. Section III introduces uncertainty and ana¬ 
lyzes behavior in the framework of von Neumann-Morgenstem ex¬ 
pected utility maximization. 

The analysis of this paper has three primary implicatons for policy 
and future research. First, tax changes that increase the net yield to 
savers or the net cost to borrowers are a potentially useful way of 
increasing the personal incentive to save. By directing these tax 
changes at low-income groups in which saving is non-existent or rel¬ 
atively low, the positive stimulus to saving is more likely and the 
distribution effect made desirable. Second, tax changes which de¬ 
crease the risk (ex ante variability) of investment income without 
decreasing its expected value are likely to increase saving, although 
this is not necessarily true. But increasing a proportional tax (which 
decreases the mean net interest rate and its standard deviation in 
the same proportion) would probably decrease saving. The savings 
effect of a tax change which decreases the xmcertainty of net-of-tax 
future earned income cannot be determined. Third, if average 
values of the elasticities of the marginal rate of substitution between 
current and future consumption with respect to consumption in the 
present and the future were known for the population as a whole 
and for various groups, estimates could be made of the quantitative 
effect that changes in net yields would have on their saving. Because 
these elasticities are purely ordinal concepts, they are, in principle. 
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capable of empirical determination. This indicates an important sub¬ 
ject for future research. Quart. Jour. Econ., Aug. 1968, 82(3), En¬ 
glish. Harvard University 


Glustoff, E. On the Existence of a Keynesian Equilibrium. 

A Keynesian EquiUbrium is defined as a set of prices at which ei¬ 
ther; (a) all markets clear; or (b) there is excess supply of labor, 
the money wage is at its exogenously determined minimum, and all 
other markets clear. The first possibility corresponds to full-employ¬ 
ment in the sense that those willing to work at the ruling set of 
prices are able to find employment. Involuntary unemployment is 
said to exist if the second possibility is realized. For an economy sat¬ 
isfying fairly ordinary conditions, a rigorous demonstration that a 
Keynesian Equilibrium exists is given. The proof is an application of 
the well-known Brouwer Fixed-Point Theorem. 

There are two preliminary matters involved in this task. The first 
concerns the compatibility of Walras’ Law with an under-full-em- 
ploymcnt equilibrium. It is argued that these two are consistent pro¬ 
vided the budget constraint remains an effective check on consumer 
behavior during the price-adjustment period. Tliis restraint also rec¬ 
onciles the dynamic notion of equilibrium as a state void of forces 
for change with that of a Keynesian Equilibrium. 

The second concerns the monetary aspect of the economy. Tradi¬ 
tional behavior postulates cannot insure a positive accounting price 
of money as a condition of the equilibrium set, A zero accounting 
price of this commodity precludes a meaningful definition of money 
prices, a characteristic of a barter-type system. A modification of the 
price-adjustment mapping is therefore required to avoid this prob¬ 
lem, This modification involves a ‘Trice-pegging” operation and the 
introduction of money balances into the appropriate functions. Rev. 
Econ. Studies, July 1968, 35-3(103), pp. 327-34 (English). Stanford 
University, California 


Hines, A. Empirical Evidence on the Acceleration Principle’ A 
Comment 

This note points out that the capacity formulation fails to meet 
one of two major criticisms of the acceleration principle in as much 
as it does not take into account gestation lags which make for a des- 
crepancy between planned and actual investment in any given pe- 
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riod. It shows that the simple distnbuted lag version, which is iden¬ 
tical to the capacity formulation given the assuption that investment 
plans are always realised within the unit period, also suffers from 
the same defect. We are reminded that on certain assumptions the 
capacity version of the acceleration principle is empirically indistin¬ 
guishable from, for example, the profits hypothesis. Thus although 
Smyth has convincingly refuted the view that statistical evidence is 
invariably unfavourable to the acceleration principle, the evidence 
which he adduces in its support is also consistent with other hypoth¬ 
esis and, his criterion for accepting the acceleration principle lacks 
discriminatory power. Rev. Econ. Studies, July 1968, 35-3(103), pp. 
347-49 (English). University College, London 


Inada, K. On the Stability of the Golden Rule Path in the Hayekian 

Production Process Case. 

The so-called Neoclassical Theorem proves the existence of the 
Golden Rule Path. But it is not concerned with the dynamic proper¬ 
ties of the off-Golden Rule Path. The purpose of this paper is to 
study them. The capital accumulation on the off-Golden Rule Path 
is assumed to be the same as that on the Golden Rule Path in the 
Neoclassical Theorem. That is, the profit in each sector is reinvested 
in its own sector and the wage is entirely consumed. The produc¬ 
tion process is assumed to be Hayekian. It is proved that any dy¬ 
namic path approaches the Golden Rule Path, provided the elastic¬ 
ity of substitution in each sector is not less than one. Rev. Econ. 
Studies, July 1968, 35-3(103), pp. 335-46 (English). Tokyo Metro¬ 
politan University, Japan 


Kromphardt, W. Business Cycles and Structural Policies (Wachs- 

tumswellen und StrukturpolHik). 

The author stresses the fact that economic growth is almost synon¬ 
ymous with economic change. Therefore, monetary and fiscal anti- 
cyclical policies oriented at keeping up quantitatively total demand 
in a way to secure full employment of labour and of existing capital 
is not enough. May be, this could be achieved by governmental sub¬ 
sidies, but they are likely to block the structural changes absolutely 
necessary for the existence of a growing economy. Since it is impos¬ 
sible to proof for any real, and that is historically circumstanced 
economy which rate of change will be optimal for its development. 



836 Journal of Economic Abstracts 

it seems best to stimulate by structural policies the mobility and the 
skills of labour and to prepare for technical progress by investment 
policies of all governmental levels and units. Tlirough input-output 
analysis and information sharing they should be coordinated in a 
way to secure in advance the sought-for full employment, the rea¬ 
sonable stabihty of the price-level and the well-ordered integration 
in the world economy, but leave die rate of growth to private initia¬ 
tive and the market-mechanism provided it will never fall to zero or 
even less. In an imperfect world as this one is there will still be 
much need for business cycle policy, to be called in as a fire-brigade 
to prevent the waves of economic growth to touch or cross that 
boundary. TLeitschr. f. die Ges. Stoats., May 1968, 124(2), German. 


Kubota, K. Re-examination of Kaldor’s Existence and Stability Prop¬ 
ositions in His Growth Models. 

This note points out certain fallacies in Kaldor’s existence and sta¬ 
bility propositions for steady growth in his 1957 and 1961 articles. In 
both of these articles Kaldor concludes that there exists a state of 
steady growth that is unconditionally stable. By using the same 
model as Kaldor’s the note shows that his stability proposition does 
not in general hold in the 1957 model. It further shows that in the 
1961 model steady growth does not take place at the rate indicated 
by Kaldor: hence his stability proposition is pointless. Rev. Econ. 
Studies, July 1968, 35-3(103), pp. 353-60 (English). Mcgill Univer¬ 
sity, Montreal 


Lelaoti, H. E. Saving and Uncertainty: the Precautionary Demand 
for Saving. 

The article develops a two-period model to analyze the effect of 
uncertain future income on the saving decision. Present or first 
period income is known; future or second period income has a sub¬ 
jective probability distribution. First period consumption (or 
equivalent, saving) is the only decision variable: second period 
consumption will be determined by the actual resolution of second 
period income, plus (minus) the saving (dissaving) of the first period 
transformed by a nonrandom interest rate. 

The effect of increasing variance on first period saving is exam¬ 
ined, The analysis is ‘local,” as moments of the second period in¬ 
come distribution beyond the second are considered small enough to 
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be ignored. It is shown that saving depending positively on variance 
of future income is not connected with risk aversion, but rather with 
third derivative properties of the utility function. 

If the utility function over the two consumptions is additive, it is 
shown that Pratt’s assumption that absolute risk aversion is decreas¬ 
ing with income is sufficient for saving to increase as the variance of 
future income increases (a positive “precautionary” demand for sav¬ 
ing.) If the utility fimction is not additive, a logical extension of 
Pratt’s notion is sufficient for a positive precautionary demand for 
saving. This assumption is that a person will be less averse to a con¬ 
stant absolute variance in a good as that good becomes increasingly 
predominant in a constant utility two good bundle. 

'The final section considers consumption fimctions estimated with¬ 
out a measure of permanent income variability. It is shown under 
reasonable conditions the estimates of permanent and current in¬ 
come coefficients will be downward biased. If income variability in¬ 
creases more rapidly with income in cross section than in time serie 
data, we have yet another explanation why estimates of the mar¬ 
ginal propensity to consume are smaller using cross section data 
when a measure of income variability is omitted. Quart. Jour. Econ., 
Aug. 1968, 82,(3), English. Harvard University 


Lovell, M. C. and Pbescott, E. Money, Multiplier Accelerator In¬ 
teraction, and the Business Cycle. 

It has been argued that the fact that the money supply moves 
cyclically, expanding in periods of prosperity and contracting in 
recessions, constitutes prima facie evidence that the best efforts of 
the Federal Reserve System have had the perverse effect of contrib¬ 
uting to economic instability. It has also been asserted that gi\'cn the 
limited state of current knowledge, discretionary monetary policy 
should be replaced by the simple rule of having the money supply 
increase exogenously at a constant rate in both boom and recession. 
In analyzing these issues we employ a model constituting a synthesis 
of the real theory of the business cycle provided by the multiplier-ac¬ 
celerator framework of Samuelson with the IS-LM apparatus devel¬ 
oped by Hicks for the static analysis of the role of money in the de¬ 
termination of aggregate income. The effects of alternative stabiliza¬ 
tion policies which might be pursued by the monetary authorities 
are analyzed first for a deterministic world and then for one compli¬ 
cated by stochastic disturbances, Our analysis reveals that it is quite 
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possible that the American economy would be subject to even 
greater instability if discretionary monetary policy were replaced by 
the Friedman-Shaw rule. Our economy may well be more stable if 
in future years we continue to rely upon the best judgment of the 
monetary authonties rather than take the radical step of abandoning 
discretionary monetary policy in favor of an extreme concept of 
neutral money. Southern Econ. Jour., July 1968, 35(1) English. 
Camegie-Mellon University and the University of Permsylvania, 
USA 

Montgomeky, K. W. a Theory of Economic Growth and Inflation. 

This paper proposes the notion of an “equilibrium rate of infla¬ 
tion”—that is, that the rate of inflation may emerge as a jointly deter¬ 
mined variable in a system of relationships which have to do with 
market responses to shortages on the one hand, and with macroeco¬ 
nomic growth processes on the other hand. It is noted that “infla¬ 
tion” is a dynamic concept which may be difficult to handle in the 
usual static supply and demand analysis. But the degree of inflation 
may be related to a growth rate of aggregate demand in excess of 
that of aggregate supply. Symbolizing this growth rate difference by 
“X” (for dynamic excess demand), we may say that the rate of 
change of prices is a function of X. But meanwhile, it is probably 
also true that X is a function of the rate of change of prices, since 
inflation may have an impact on the rate of real capital formation, 
and therefore upon the rate of growth of aggregate supply. It is 
.shown in the paper that these two relationships may have a simulta¬ 
neous solution which is a stable equilibrium value of the rate of 
change of prices (and also X). Certain comparative-dynamics impli¬ 
cations are studied, and a possible relationship with the Harrod-Do- 
mar ‘Toiife’s edge” problem is explored. Finally, rough empirical es¬ 
timates are reported which show that (for 1936-65 data) prices in 
the U.S. would have risen by 0.2% per annum for each billion dollars 
worth of excess demand, and 1.3% per annum even when the growth 
rates of demand and capacity were matched. Am, Economist, Spring 
1968, 12(1), pp. 37-48 (English). Oklahoma State University, USA 

ScHERF, H. Inflation and Income Distribution. 

Since Mitchell’s study “History of the Greenbacks” and Bresciani- 
Turronis’s Analysis of the German Inflation after World War I it is 
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the generally accepted view, that inflation redistributes income and 
wealth regressively. Recent investigations of the problem do not 
support this doctrine. In a critical analysis of these inve.stigations the 
present author concludes, that there is no proof of a redistribution of 
income and wealth in favour of entrepreneurs against the working 
population by creeping inflation, Social difficulties arise only in the 
adaptation of income of retired people to rising prices. Weltwirt- 
schaft. Archiv, June 1968, 100{2), pp. 258-70 (German). University 
Hamburg 


Stone, R. Input-Output Projections: Consistent Prices and Quantity 

Structmes. 

The pinpose of this paper is to show how the well-known method 
of adjusting conditioned observations by the method of least squares 
can be applied to the problem of making consistent input-output 
projections. 

The method of adjustment takes here in consideration the possibil¬ 
ity of adjusting the structure of quantities as well as that of adjust¬ 
ing prices and a compromise between this two methods. 

The procedure is illustrated by a simple numerical example in¬ 
volving only three banches and two factors of production. 
L’Industria, Apr.-June 1968, 2, pp. 212-24 English, 


Trezza, B. and Miconi, B. On Harrod’s Model and Instability—A 
Discussion (A proposito del modello di Harrod e della sua in- 
stabilitd). 

This is a comment by Bruno Trezza on the article “On Harrod’s 
Model and InstabiUty”, by Bruno Miconi (see YIndustria, 1967, n. 

4). 

There Miconi criticized the general conclusion that Trezza had 
drawn in his note “Stability of Harrod’s model: A Comment on 
Hahn and Matthews” (Economic Journal, December 1966). He 
maintained that Trezza (and Hahn and Matthews too) “fails to un¬ 
derstand the difference between ex-post results and ex-ante behavior 
assumptions in the model.” 

In order to disprove this statement, Trezza briefly describes the 
structure of the model. Trezza’s comment is followed by a reply by 
Miconi. L’Industria, Apr.-June 1968, 2, pp. 225-227 Italian. 
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Vanek, J. and Studenmund, a. H. Towards a Better Understanding 

of the Incremental Capital-Output Ratio. 

The basis and point of departure of the article is the notion that 
the aggregate gross incremental capital output ratio (ICOR) must 
vary inversely with the rate of growth of the economy because of 
die diminishing share of replacement in total investment with an in¬ 
creasing growth rate. A simple nonlinear function explaining this re¬ 
lationship, depending on two parameters, (1) the net ICOR and 
(2) the average life-span of capital assets, is fitted to 62 country ob¬ 
servations including 49 less developed and 13 industrialized coun¬ 
tries. The fit not only is highly significant, but the estimated values 
of the two parameters are found quite reasonable, namely, slightly 
below 2.0 for the net ICOR and 19 years for the average life span. 

Although the fit is very significant, a good deal of variation 
around the estimated function remains to be explained. About a 
dozen variables, such as the share of industry or share of agriculture 
in the economy, the importance of foreign trade, consumption of en¬ 
ergy, absolute level of product per capita, et cetera, were explored 
as additional explanations of the residual variation. The most signifi¬ 
cant and also most surprising result obtained was that next to a 
higher rate of growth, a lower share of national product traded in¬ 
ternationally tends to reduce the aggregate gross ICOR. Another im¬ 
portant result—although established with lesser certainty—is that di¬ 
minishing returns, that is, increasing ICOR’s with a higher product 
per capita, are observable, if at aU, only among the less developed 
countries, and disappear altogether, or are reversed in advanced 
economics producing some one thousand dollars per head or more. 
Tliis cross-sectional result is found consistent with well known esti¬ 
mates of trends in total productivity in the United States obtained by 
Solow, Kendrick, and others. Quart. Jour. Econ., Aug. 1968, 82(3), 
English. Cornell University, Ithaca, New York 


Wedlin, a. On a Probabilistic Interpretation of Leontief Model (Su 
unHnterpetazione probabilistica del modello input-output di Leon¬ 
tief). 

The present paper concerns a possible probabilistic interpretation 
of “Leontief system”, More precisely it is shown the existing relation 
between “Leontief closed system” and “regular Markov chain". It is 
examined the economic meaning of the limiting probabih'ty vector 
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and of other characteristic quantities of "Markov chain”. At last it is 
proposed an index concerning the intensity of intersectoral relations. 
Some examples of it with reference to the Italian matrix of 1959, are 
also shown. L’lndustria, Apr.-June 1968, 2, pp. 190-211 Italian. 


Wolfe, J. N. Some Reflections on Professor Kaldor’s Inaugural Lec- 
tme. 

It is shown that Professor Kaldor’s assertion of a shortage of la¬ 
bour in manufacturing is not supported by the statistics of either un¬ 
employment or wage rates. Furthermore it is shown that various 
branches of manufacturing have been able to expand their work 
orce rapidly. The suggestion that Britain is suffering from over-ma¬ 
turity in this sense is therefore rejected. It is shown fiuther that Pro¬ 
fessor Kaldor's model involves a statistical bias which exaggerates 
the extent of increasing returns in manufacturing. Finally, it is sug¬ 
gested that Professor Kaldor’s statistical results derive partly from a 
failure to eliminate cyclical influences. Economica, May 1968, NS 
35(138), pp. 117-26 (English). University of Edinburgh 

Chakhavarty, S. and Manne, a. S. Optuual growth when the Instantaneous 
utility function depends upon the rate of change in consumption. Am. Econ. 
Rev., Dec. 1968. 

DE Galan, C. Over inkomenspolitiek. (With En^h summary.) De Economist, 
May-June 1968, pp. 309-38. 

Diwan, R. K. The effect of prices on savings. Ecoo. Develop, and Cult. Change, 
April 1968, pp. 430-35. 

Fau, J. Fluctuations conjoncturelles et processus productif national. Rev. d'Econ. 
Pol., March-April 1968, pp. 233-64. 

Malav£ Mata, H. Metodologia del an&lisis estructural de la inflacidn. Trimestre 
Econ., July-Sept. 1968, pp, 539-69. 

Pearce, D. W. and Taylor, J. Spare capacity: what margin is needed Lloyds 
Bank Rev., July 1968, pp. 1-11. 

Rutten, F. W. Over het macro-economische beleid voor de middellange termijn. 

(With English summary.) De Economist, May-June 1968, pp. 287-308. 
Shinxai, Y. a remark on incomes policy. Osaka Econ. Papers, Dec, 1967, pp. 
17-20. 

Thweatt, W. O. Investment and per capita consumption during the threshold 
of economic growth. Econ. Develop, and Cult Change, Jan. 1968, pp. 175-87. 
Tlusty, Z. and Sthnad, V. Aggregate growth model; projection of the condi¬ 
tions for the long-term gro\^ of the Czechoslovak economy. Czech, Econ. 
Papers, 1968, (10), pp. 59-83. 
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Dal Pane, L. La polemica su Marx e le ongini del oeoidealismo italiano. Ras- 
sogna Econ., Jan.-Feb. 1068, pp. 7-28. 

Kkkixe, W. Erich Preiser 29. 8. 1900—16. 8. 1967. Ein grosser deutscher Na- 
tionalokonom. Jahrb. f. Nationalok. und Stat., June 1068, pp. 490-517. 

Mowuson, R. J. Carey, classical rent, and economic development. Am. Jour. 
Econ. Soc., July 1968, pp. 267-75 

Shirai, T. Alfred Marsnall on free competition. Osaka Econ. Papers, March 
1968, pp. 11-15. 

Wilson, G. W. and Pate, J. L. Ricardo’s 93 per cent labor theory of value: a 
final comment. Jour. Pol. Econ., Jan.-Feb. 1988, pp. 128-38. 

Wolfe, M. Jean Rodin on taxes: tfie sovereignty-taxes paradox. Pol. Sci. Quart., 
June 1968, pp. 268-84. 
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National Economies 

Adelman, I. AND Mobbis, C. T. An Econometric Model of Socio- 

Economic and Political Change in Underdeveloped Countries. 

In this paper, we build an integrated econometric model of socio¬ 
economic and political change in underdeveloped countries. The 
purpose of the model is to obtain a statistical explanation of the eco¬ 
nomic and non-economic forces which directly and indirectly deter¬ 
mine a country’s capacity for economic growth. The model is con¬ 
structed by means of step-wise regression analysis and is based upon 
data which summarizes the economic, social, and political character¬ 
istics of 74 underdeveloped non-communist nations during the pe¬ 
riod 1957-62. The model consists of 14 equations in 19 variables. 

Once constructed, the model is used to explore the following 
questions; what forces appear to be quantitatively most important in 
determining a country's development prospects? What are the mech¬ 
anisms by which the impact of these forces is felt? Answers to these 
questions, involve an evaluation of the multipliers of the variables 
appearing in the model. 

It may not come as a surprise to development specialists that 
when these multipliers are ranked in order of importance, the major¬ 
ity of the ones above the median are noneconomic in nature. Indeed, 
of the ten multipliers which exceed .80 only four are purely eco¬ 
nomic; of the remaining six, five are social or socio-economic and 
one political. The social characteristics, improvements in which 
prove to have particularly high payoff with respect to growth poten¬ 
tial, are attitudinal modernization, and decreases in dualism. In¬ 
creases in the size of the indigenous middle class, in levels of secon¬ 
dary and higher education, in literacy, and in social mobility also 
significantly raise national capacities for long-run growth. Economic 
improvements with a high impact in the model in increasing devel¬ 
opment capacity are improvements of financial institutions, increase 
in physical overhead capital, more rapid expansion of industry, and, 
to a lesser extent, technical modernization of agriculture. Finally, a 
single political characteristic, the extent of leadership commitment 
to economic development, has a significant effect in the model in 
raising capacity to perform economically. Am. Econ. Rev., Dec. 

843 



844 Journal of Economic Abstracts 

1968, 58(5) English. Northwestern University and American Uni¬ 
versity, USA 


Aiimad, J. Import Substitution and Structural Change in Indian 

Manufacturing Industry, 1950-1966. 

The paper attempts to quantify the sources of growth in the In- 
di.m manufacturing industry during the period 1950 through 1966. 
The method of estimation used ascribes the change in domestic out¬ 
put to three mdependent sources, viz., (1) the change in domestic 
demand during the period on the assumption that an unchanged 
proportion of total supply is imported; (2) the change in foreign de¬ 
mand for exports; and (3) the change in domestic output due to a 
change in the ratio of imports to total supply during the period. This 
last is regarded as the measure of growth due to import substitution. 

The sources of growth of output within the foregoing model are 
estimated for 33 manufacturing industries individually as well as for 
broad categories like consumer goods, intermediate products and 
capital goods. The analysis is based on constant prices d:ata gathered 
from a number of sources. 

The results show the relative importance of different sources of 
growth during different five-year plan periods. Import substitution 
was significant only in the first five-year plan, while in the second 
and third five-year plans the major contribution to growth of manu¬ 
facturing output arose from the growth of domestic demand. The 
contribution of exports which was insignificant to start with showed 
a secular decline over the 15-year period. The major impact of im¬ 
port substitution was felt on intermediate products and investment 
goods industries. The quantitative magnitudes of the sources of 
growth provide a basis for analysing the relative importance of de¬ 
mand and trade factors on the growth of domestic output. Jour. 
Devel. Stud, Apr. 1968, 4(3), pp. 352-79 (English). 

Cornwall, J. Postwar Growth in Western Europe: A Re-evaluation. 

In contrast to the American economy, European economies have 
been the subject of a growing number of studies that actually at¬ 
tempt to explain their growth rates. Refutable hypotheses have been 
put forth that attempt to explain, why, for example, the Germans 
grew more rapidly in the postwar period than the British, or why 
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the French economy grew more rapidly in the current period than 
at some earher date. 

The level of abstraction varies from one study to the next as does 
the stress placed on the desirability of empirical support for a given 
theory. Most if not all stress the importance of capital formation for 
growth. This is in marked contrast with so much of the more techni¬ 
cal type of work growing out of neoclassical analysis. Thus, Maddi- 
son’s main prescriptions for higher growth rates are policy measures 
designed to increase the investment ratio. Kindleberger argues that 
a higher rate of population growth tends to increase the investment 
ratio and therefore increase the growth rate, and Lamfalussy advo¬ 
cates sustained demand pressures which he feels will improve both 
the quantity and quality of investment. 

Denison’s production function approach to growth seemingly 
downgrades the role of capital formation since the contribution of 
the rate of growth of capital, A K/K, to the rate of growth of out¬ 
put, A Y/Y, is measured by the share of profits in output, P/Y, times 
the rate of growth of capital. Since output and capital tend to grow 
at the same rate, capital’s contribution as a percent of the overall 
growth rate is then given by; (P/Y)(A Y/Y) (A Y/Y) = P/Y. How¬ 
ever, when breaking down the ‘residual’, Denison inadvertantly 
shows that P/Y underestimates the importance of capital. 

It is argued that any attempt to understand growth must take ac¬ 
count of both the demand and supply sides of the market and how 
they interact. Each study is evaluated according to this criterion. It 
is also argued that Denison’s and Svennilson’s description of growth 
as a transformation of tlie economy indicates the importance of en¬ 
trepreneurship for growth, an element lacking for the most part in 
these studies. Rev. Econ. Stat., Aug. 1968, 50(3), English. Tufts Uni¬ 
versity, Medford, Massachusetts 


Denton, F. G. A Recent Soviet Study of Economic Growth 1951-63. 

In an article in the Soviet journal Ekonomika i matematicheskie 
metody two Soviet economists, B. N. Mikhalevskiy and Yu. P. So¬ 
lov’ev, applied a modified form of the Cobb-Douglas production 
function to analysis of Soviet economic growth during 1951-63. In a 
follow-up article Mikhalevskiy extrapolated Soviet growth to 1970 
with the aid of the Cobb-Douglas and other results of tlie first arti¬ 
cle. Students of the Soviet economy will find both articles of interest 
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for several reasons; (1) they represent a major effort at analysis of 
Soviet grow th by Soviet economists using a technique long in use in 
the West, (2) the authors* findings clearly pinpoint the causes of the 
economic slowdown of the early 1960s as a sharp drop in the rate of 
growth of the several elements usually lumped under the heading of 
“factor productivity;’* (3) the Soviet authors’ calculation of national 
material output by summing the earnings of the five different in¬ 
come groups represents a rejection of the method used by official So¬ 
viet agencies, and a "deflation” of the official Soviet growth claim. 

Acceptance of these findings, however, must be tempered by con¬ 
sideration of the Soviet authors’ methodology: (1) their calculation 
ol the growth of real national material product by summing the real 
earnings of each of five different income groups requires the use of 
quite arbitrary price deflators based on goods on which earnings are 
supposedly spent—the quite arbitrary result will equal real national 
product obtained by adding outputs only by coincidence or forcing; 
(2) the growth of total inputs is possibly overstated due to the high 
weight (33 percent) assigned to the faster-growing capital inputs 
and to the inclusion of consumer durables as an input which has no 
matching measured output; and (3) the adherence to the traditional 
Soviet definition of material output excludes the growth of outputs 
and inputs in the nonmaterial sector of the economy. Soviet Studies, 
Apr. 1968, 29(4), pp. 501-09 (English). Vienna, Virginia 


Diwav, R. K. a Test of the Two Gap Theory of Economic Devel¬ 
opment. 

Any theory of economic development attempts to explain the pro¬ 
cess by which a poor, stagnant economy can be transformed into a 
rich and a growing one. The ‘Two Gap Theory’ holds that this trans- 
fonnation can be limited by either of the two bottlenecks; (i) insuf¬ 
ficient savings to match investment, and (ii) insufficient external re¬ 
sources to pay for the imports. Unlike the Harrod-Domar growth 
theory which assumes that output is a function of investment alone, 
the ‘Two Gap Theory’ makes an implicit assumption that both in¬ 
vestment and imports are essential for production. Much depends 
upon the relationship between investment and imports. The ques¬ 
tion whether imports are simply a part of investment or enter the pro¬ 
duction system as a separate variable is a crucial one for the theory. 
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For operational purposes this question can be formulated in the 
form of a production function. The test of this assumption, there¬ 
fore, is whether the production function is of the type Q = f (K, 
M), where Q, K, and M refer to output, capital and imports. This 
function has been tested for the times series data for the Indian 
economy for the period 1950-62 and the empirical findings provide a 
confirmation of the theory. Jour. Dev. Studies, July 1968, 4 (4), En¬ 
glish. United Nations Conference on Trade and Development, New 
York 


Elkan, P. G. Estimating New Zealand’s Manufacturing Output in a 

Common Market With Australia. 

The object of the study is to estimate what would be the size of 
New Zealand’s manufacturing output in long-term locational equi¬ 
librium if trade—and factor movements—between New Zealand and 
Australia became as free as they now are among the member states 
of the Australian Commonwealth. With this aim in mind the ratio of 
value added in manufacturing to value added in primary production 
is calculated for each of the six states of Australia and the figures 
obtained are correlated with a “market distance index.” The latter is 
a modification of the “transport cost index” introduced by Harris (in 
Annals of the Association of American Geographers, December 
1954). On theoretical grounds the author expects the correlation to 
be curvilinear and this expectation is confirmed by Canadian as well 
as Australian data. The curvilinearity of the relationship explains 
why the two central states, Victoria and New South Wales, have by 
far the highest ratios of manufacturing to primary output and why 
the most outlying state, Western Australia, has a slightly higher ratio 
than Queensland which is much nearer to the centre. It is shown 
that in a hypothetical common market New Zealand’s position 
would lie between Queensland and Western AustraHa, and that this 
would entail reductions over the manufacturing to primary ratios al¬ 
ready achieved by one half in the North Island and by one third in 
the South Island. To avoid the contraction of manufacturing in New 
Zealand and yet to gain the benefits of economic integration, the au¬ 
thor recommends the institutional model he put forward in the Jour- 
tud of Common Market Studies, September 1966. Jour. Devel. Stud., 
Jan. 1968, 4(2), (English). 
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Frank, C. R., Jr. Urban Unemployment and Economic Growth in 

Africa. 

The paper starts from the high rates of growth of African cities 
and the failure of demand for labour to keep up with supply. The 
components of the demand for labour are analysed and it is con¬ 
cluded that neither high rates of growth in tihe modem sector nor 
tlie use of labour-intensive techniques will have much effect on the 
urban unemployment problem. The solution, if one exists, lies in ur¬ 
ban-rural income differentials and the allocation of public goods and 
services between urban and rural areas. Oxford Econ. Papers, July 
1968, 20(2), pp. 253-78 (English). Yale University 

Griffin, K. B. Coffee and the Economic Development of Colombia. 

Rapid population increase, slow growth of exports (particularly 
coffee) and inadequate expansion of employment opportunities in 
industry have combined in Colombia to create increased fragmenta¬ 
tion of holdings in the minifundia areas, an increase in the landless 
raral proletariat and the migrant laboim force, rapid internal migra¬ 
tion to urban areas, accelerated growth of service activities, banditry 
and violence. This paper examines the recent economic performance 
of Colombia and the policies that have been adopted by the authori¬ 
ties. Fiscal policy, the role of foreign aid and the general manage¬ 
ment of the economy are considered, but the discussion centers on 
the agricultural sector and the importance of coffee within it. 

Agricultural production has increased less repidly than the popu¬ 
lation. Production of export crops and livestock, however, have in¬ 
creased much faster than production of domestically consumed food 
crops. It is argued that the pattern of land tenure and the conse¬ 
quent distortions of the price system largely explain the composition 
of agricultural output and the techniques of production employed. 
Colombia’s dependence on coffee as a source of foreign exchange 
and the supply adjustment problems which arise as a result of the 
International Coffee Agreement are discussed in some detail. Em¬ 
phasis is placed on the exchange rate system, the taxes applied to 
coffee and the fertilizer price policy. The paper concludes with 
suggestions for an alternative development strategy. Bull, Oxford 
Univ. Inst, Econ. and Stat., May 1968, 30(2), pp. 105-27 (English). 
University of Oxford 
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Hibschman, a. O. Industrial Development in the Brazilian North¬ 
east and the Tax Credit Scheme of Article 34/18. 

Since the early sixties corporations operating in Brazil have been 
permitted to forego payment of half of their Federal income tax lia¬ 
bilities by investing an equivalent amount plus some fresh funds in 
industrial ventures in the underdeveloped Northeast, upon authori¬ 
zation of SUDENE, the regional development agency. The paper 
first describes the nature and progressive liberalization of this tax 
credit scheme (Icnown in Brazil as “article 34/18”), particularly the 
captive capital market in which the 34/18 funds are traded and the 
nature of the financial mechanism through which these funds are 
first made available to the Northeast for short and medium-term 
credit purposes by being deposited in the Bank of the Northeast 
prior to actual investment. 

In the next section, which describes the results so far achieved by 
the scheme, it is estimated that the new industrial investment autho¬ 
rized by SUDENE through May 1967 will double the existing indus¬ 
trial capital in the region. The newly estabhshed and planned indus¬ 
tries are predominantly in the intermediate, capital, and durable 
consumer goods sectors, in contrast to the existing industrial struc¬ 
ture oriented toward nondurables and the processing of agricultural 
products. The industries around Recife wiD mostly substitute goods 
previously imported from the Center-South, whereas petroleum- 
based and other industries at Bahia aim at supplying the national 
market. 

In appraising the economics of the scheme, the point is first made 
that tariff duties and a number of other important instruments are 
unavailable for regional economic development while the earmark¬ 
ing of budgetary revenue for public works has frequently failed to 
give satisfactory results. The 34/18 scheme is then compared favor¬ 
ably to the usual tax exemptions for new industries and to tariff du¬ 
ties. Under highly simplified assumptions it is shown that the tariff 
duty equivalent of the subsidy implicit in the scheme is not very 
high so that the scheme is unlikely to lead to gross misallocation of 
resomces, except perhaps in the case of very capital-intensive indus¬ 
tries. Some suggestions are made on the eventual phasing out of the 
scheme and on other policy problems, and the applicability of the 
scheme for development of underdeveloped regions elsewhere is 
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bnefly discussed. Jour. Deo. Studies, Oct. 1968, 5(1), English. Har¬ 
vard University, USA 

Jffkhiks, I. Revisionism in the Economics of Backwardness. 

Soviet thought long considered the Stalinist economic model to be 
a panacea for economic backwardness. This model, it was claimed, 
rapidly transformed a poor, backward, agrarian country into one of 
the leading mdustrial and military powers of the world. 

But many doubts have now been raised in Soviet academic 
thought as to the relevance of the Soviet economic model, in terms 
of both institutional and strategic aspects, as a means of overcoming 
the problems of underdeveloped countries today. This article at¬ 
tempts to analyse the changing views on this subject and to discuss 
the possible reasons for this revisionism in Soviet economic litera¬ 
ture. Jour. Deo. Studies, Oct. 1968, 5(1), English. University Col¬ 
lege, Swansea, Great Britain 


Kaplan, N. M. The Retardation in Soviet Growth. 

Indexes of Soviet output show a marked decline in growth rates 
within the 1950-63 period. The decline is pervasive in the sense that 
it holds for national and nonagricultural product as well as sep¬ 
arately for agriculture, industry, construction, transport and commu¬ 
nications, and trade. It is unambiguous in the sense that it survives 
various alternative calculations including tlie use of official output 
indexes. It is singular m the sen.se that a similar marked and preva- 
sive decline cannot be established within the 1950-58 period or be¬ 
tween 1928-40 and 1950-58. 

The decline within 1950-63 cannot be explained by decreases in 
the proportion of total resources devoted to investment. That pro¬ 
portion is larger for later than for earlier years. 

A Cobb-Douglas linear homogeneous production function with 
neutral technical change is assumed to hold for the economy as a 
whole, for the nonagricultural economy, and for industry, agricul¬ 
ture, and transport and communications, separately. With such as¬ 
sumptions, a decline within the post-1950 period in the rate of in¬ 
crease of combined factor productivity is established in each of the 
indicated cases independently of the capital share. In each case, 
moreover, the decline in the rate of productivity increase accounts 
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for all or most of the decline in the rate of output increase. Rev. 
Econ. Stat., Aug. 1968, 50(3), English. University of Rochester, USA 


KtBAY, M. AND Hindebink:, J. Interdependencies Between Agroeco- 
nomic Development and Social Change; A Comparative Study 
Conducted in the ^ukurova Region. 

In order to understand the role of social factors such as extended 
family, social stratification and related values which are usually 
mentioned as almost absolute obstacles to growth, a comparative 
study of four villages at different levels and in different modes of 
agroeconomic development is undertaken in southern Turkey. 

It is found that, considering the differences of pace and intensity 
in development and the variations in local conditions at the begin¬ 
ning of the agricultural growth process, the problem of landless vil¬ 
lagers is most consequence in those villages where agricultural and 
technical changes were initiated earliest and advanced more. There 
are no landless families in the most primitive and the third village 
assumes a transitional place. Here the polarization of landownership 
is still in process. In the most developed villages although produc¬ 
tion has considerably increased the agricultural wealth generated 
within there is drained outside which is not the case in the least de¬ 
veloped. Per family and per capita incomes are not substantially 
higher in more producing villages either. The analysis of consump¬ 
tion patterns also reveal that the living conditions are worst there. 
On the other hand family by changing fast and adjusting itself to 
the demands of the economic development both in structure as well 
as in pertaining values provides chance for integration of the al¬ 
ready changed aspects and for further change. Contrary the usual 
assumption family does not seem to be an obstacle. Social stratifica¬ 
tion on the other hand, particularly power structure outside of the 
villages by controling land and wealth remains to be the main deter¬ 
minant of the situation. Jour. Dev. Studies, July 1968, 4(4), English. 

Kruegeb, a. O. Factor Endowments and Per Capita Income Dif¬ 
ferences Among Cotmtries. 

The many factors held important in explaining per capita income 
differences among countries have not been quantitatively measured 
within any systematic framework. In this paper, a method is devised 
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for estimating the importance of any given subset of factors for 
which data are available. It is assumed that all countries have the 
same aggregate constant returns to scale production function, with 
diminishing returns per capita. It is shown that use of the factor 
payments in highly endowed countries to weight the quantitative 
importance of any known resource difference will underestimate the 
importance of that difference in the absence of any more specific 
knowledge of the form of the production function. Alternative in¬ 
terpretations of the estimation procedure are also presented. 

The procedure is then used to estimate the quantitative impor¬ 
tance of differences in age structure, the human capital stock and 
niral-urban composition of the populations of twenty-eight countries 
in explaining the per capita income difference between them and 
the United States. Years of school completed is taken as a proxy for 
the human capital stock. United States Census data on median in¬ 
comes were used to estimate factor payments. 

It is shown that, while sectoral distribution is relatively unimpor¬ 
tant, age and educational attainment structural differences can ac¬ 
count for over one half of per capita income differences for most 
countries. For India, for example, it is found that with identical 
technology, capital stock and land per man, Indian per capita in¬ 
come could not nse above thirty-four percent of that of the United 
States. For other countries the results are comparable, and for most 
countries differences in these components of factor endowment ex¬ 
plain more than two-thirds of the observed per capita income differ¬ 
ences. In other words, the combined influence of all other factors— 
capital stock, land, technology, etc,—cannot be as much as one-half 
that of the variables examined here. The implications of these re¬ 
sults are then examined. Econ. Jour., Sept. 1968, English. 


Left, N. H. Marginal Savings Rates in the Development Process: 

The Brazilian Experience. 

This paper deals with the fact that the aggregate domestic savings 
ratio, S/y, in Brazil has not shown an upward trend during the 
postwar period, and may indeed have fallen from the levels 
achieved during the 1920s and 1930s. The savings ratio did not rise 
even though Brazil experienced many developments affecting both 
the supply of and the demand for savings which the literature on 
savings and investment in underdeveloped countries recommends as 
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conducive to raising savings rates. Government policy measures, and 
foreign capital movements which might have been expected to raise 
the savings ratio also failed to do so. 

This experience suggests that our knowledge of the determinants 
of savings rates in less-developed countries is far from complete. 
Many theories which are appealing on c priori grounds may not in 
fact apply; in any case, not to the degree expected, and perhaps not 
without some offsetting effects. Brazilian savings behavior seems to 
have approximated a model developed by Professor Leontief follow¬ 
ing an adaptation of the Irving Fisher two-period, consumption allo¬ 
cation diagram. The aggregate savings ratio increases only if the 
marginal productivity of capital rises more than marginal social 
time-preference with higher income levels. The Leontief model is a 
useful corrective to the partial analysis which has been common in 
this field. The Brazilian experience, and the Leontief condition indi¬ 
cate caution concerning growth projections and government plans 
which rely heavily on marginal savings rates exceeding the average 
and raising the latter in the course of development. Econ. Jour., 
Sept. 1968, English. Columbia University 


Lin, C. Y. Industrial Development and Changes in the Structure of 

Foreign Trade; The Experience of the Republic of China in Tai¬ 
wan, 1946-66, 

The transformation of Taiwan from an exporter of primary prod¬ 
ucts to an exporter of manufactures and processed products during 
the postwar decades is discussed as exemplifying the choice of a 
production pattern appropriate for a small area with a hmited en¬ 
dowment of natural resources, faced with severe population pres¬ 
sures. First, tlie existence of a relatively well-developed agriculture, 
industry, infrastructure, and institutional framework built by the co¬ 
lonial regime provided a strong base for postwar economic develop¬ 
ment. Second, the change in Taiwan's trade balance from a massive 
export surplus to a sizeable deficit consequent upon the loss of an as¬ 
sured export market in Japan, and the heavy immigration from 
Mainland China in the early postwar period, provided the opportu¬ 
nity for manufacturing development based on import substitution. 
However, the impetus for industrial growth through this process ap¬ 
parently was largely spent by the late 1950s, and a reappraisal of 
the country’s foreign exchange and protective policies followed. Pol- 
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icjes then implemented provided a favorable context for expansion 
of exports of manufactures and rapid industrial growth in the 1960s. 

It is suggested that export expansion was facilitated by Taiwan’s 
intermediate stage of development, which has enabled it to maintain 
a dual export structure, exporting relatively capital-intensive goods 
to less developed countries and relatively labor-intensive goods to 
developed countries. Further expansion of exports to less developed 
countries, however, has become increasingly difficult as these coun¬ 
tries themselves progress in import substitution and as development 
of capital-intensive basic products in Taiwan is hampered by the 
small scale of the economy. Expansion of exports to developed coun¬ 
tries is easier because of the more complementary trade relationship 
involved. This suggests, inter alia, that Taiwan and similar econo¬ 
mies should adjust their production pattern in favor of those goods 
that are in greater demand in developed countries, in order to main¬ 
tain economic growth through export expansion. Inter. Mon. Fund- 
Staff Pajfers, July 1968, 15(2) pp. 290-321 (English), Summaries in 
French & Spanish. International Monetary Fund 

Mafsuall, J. L. The Pattern of Housebuilding in the Inter-war 

Period in England and Wales. 

This paper is mainly based upon an analysis of cards which re¬ 
cord various aspects of housing activity in England and Wales in the 
Inter-war period. It is necessary to relate the number of houses built 
during the Inter-war period to the number of occupied houses in 
1921 as it is impossible to estimate accurately the number of houses 
in existence in 1918. Although the number of houses built was 
equivalent to 55.4 per cent of the number of houses occupied in 
1921, there were substantial variations both in the rate of house¬ 
building and the relative contributions of private enterprise and the 
local authorities. The highest rate of building was in the South East, 
the lowest in Wales. Private enterprise, responsible for 82.1 per cent 
of the houses built in the South East, was responsible for 64.8 per 
cent of the houses built in the North of England. In Middlesex the 
number of houses built was equivalent to 144.7 per cent of the num¬ 
ber of houses occupied in 1921; in Merioneth the comparable figure 
was 8.7 per cent. Although few houses were built for letting in the 
1920’s, 28 per cent of the houses with a rateable value of under £26 
built between 1st October 1933 and 31st March 1939, were let. 

The Report on the 1931 Census suggested that all slums would be 
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cleared “well in advance” of 1941. The 1934 White Paper contained 
the proposals of the local authorities in regard to slum clearance. 
Whilst most local authorities fulfilled these plans, albeit often tar¬ 
dily, several of those authorities which were having to deal with a 
large-scale problem, such as Leeds and Liverpool, failed by a sub¬ 
stantial amount to reach their targets. The plans were inadequate. 

The 1936 Survey of Overcrowding showed that there was substan¬ 
tial overcrowding. By March 1940, only 31,836 houses had been 
built for the relief of overcrowding. Scottish Jour. Pol. Econ., June 
1968, 15(2), pp. 185-205 (English). King’s College, University of 
Aberdeen, UK 


Moes, J. E. and Bottomley, A. Wage Rate Determination with 

Limited Supplies of Labour in Developing Countries. 

Recent developments in the literature on wage determination 
have stressed a new element in the theory of labour markets in de¬ 
veloping countries, namely the notion that output per man-hour will 
vary according to the wage. As wages rise, a better diet and an im¬ 
proved attitude towards the task in hand will cause workers to in¬ 
crease their productivity. Thus, not only will the number of hours 
offered for hire change with the wage, but so will the output or 
number of ivork-units in each horn (i.e., number of bricks laid per 
hour, etc.). At a high wage, each man-hour will contain more work- 
units than it does at a low wage, and, on the basis of an assumption 
that over a certain range this increase in productivity is proportion¬ 
ally greater than the increase in the wage itself, the wage formation 
process in markets characterized by surplus labour can be explained. 
In theii- own interests, employers will hire, not at the lowest wage at 
which a quantitatively sufficient supply will he forth-coming, but at 
that wage which will minimize their labour cost (i.e., the cost of the 
work-unit). The argument is set out in diagramatic form Jour. 
Devel. Stud., Apr. 1968, 4(3), pp. 380-86 (English). Food and Agri¬ 
culture Organization, Rome, and University of Bradford, England. 


Obsagh, T. J. The Probable Geographical Distribution of German 
Income 1882-1963 

A method is developed for generating a detailed regional distribu¬ 
tion of German income for the period 1880-1913. After the method is 
tested and shown to produce reliable estimates, it is used to produce 
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a ten-region and a fifty-region income distribution for the Kaiser- 
reich for the 1880-1913 period, and a seven-region distribution 
which encompasses the BRD and the 1880-1960 time period. The 
following results emerge from an analysis of these data: 

For 1880-1913: a. There was no definite tendency toward an in¬ 
creasing concentration of aggregate income, b. The size of the labor 
force was more important than its structure in explaining the 
changes in the distribution of aggregate income, c. The differences 
in regional per capita income relatives became smaller over time. d. 
The tendency toward narrowing per capita income differentials 
seems not to have been associated with population growth or with 
developments in the agricultural sector of the economy, e. The ten¬ 
dency toward convergence seems, rather, to have been associated 
with the development of the non-agricultural sector, and possibly 
also with differential movements in labor force participation rates. 
For 1880-1960: a. The tendencies reported in la and Ic seem to 
apply to tlie BRD region and the longer time period as well. b. The 
geographical distributions of aggregate and relative per capita in¬ 
come within the area presently occupied by the BRD were remark¬ 
ably stable over this eighty-year time span. Zeitschr. f. Qes, Stoats., 
May 1968, 124(2). 


Richardson, C. Irish Settlement in Mid-Nineteenth Century Brad¬ 
ford. 

Irish settlement in Bradford during the middle years of the nine¬ 
teenth century is analysed, tabulated and its localisation mapped. By 
1851 definite “Irish Quarters” were recognisable in Bradford. These 
had distinctive environmental characteristics as regards; population 
density; overcrowding and the multiple occupation of dwellings. 
The house-type and street arrangements associated with the Irish 
concentrations are discussed and the sanitary conditions and resul¬ 
tant specific disease incidence are described. The association of cer¬ 
tain types of criminal behaviour with the Irish Quarters is also 
shown. 

The weak economic position of the Irish settlers is shown and 
compared with that of the remainder of Bradford’s population by 
reference to occupational statistics. This, in turn, is related to local 
wage rates in the occupations in which the Irish were mainly in¬ 
volved. These income data are examined in relation to rents and it is 
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argued that the combination of low incomes and relatively high 
rents was one of the most important factors influencing the forma¬ 
tion of the Irish areas. The effects of the social behavioural attitudes 
of the host and immigrant communities in influencing segregation 
are then discussed. 

The article briefly outlines the more permanent effects of the nine¬ 
teenth century Irish settlement on Bradford’s cultural landscape and 
notes the parallels which exist between the nineteenth century be¬ 
haviour of host and immigrant communities with the present-day sit¬ 
uation as regards their economic role and geographical separation. 
Yorkshire Bull. Econ. Soc. Research, May 1968, 20(1), (English). 
University of Bradford 


ScHATra, S. P. The Role of Capital Accumulation in Economic De¬ 
velopment. 

The fashion in economics is running against the view that capital 
formation is the crucial element in development. 'This article restates 
the case for the primacy of capital formation and attempts to define 
the specific areas of disagreement between the two approaches. It 
also suggests that the controversy has an ideological aspect. 

It is widely agreed that large amounts of capital are necessary for 
economic development. On the sufficiency issue, the primacy of capi¬ 
tal position (as stated here) agrees that there are many other re¬ 
quisites for accelerating growth, but maintains that capital accumu¬ 
lation is the most effective way of creating these requisites. This 
contention is based upon a broad conception and high estimate of 
the external effects of investment. The pivotal difference between 
the capital—emphasizers and the capital—deprecators lies in their 
judgment of the importance of these external effects—an issue that 
cannot be settled in our present state of knowledge. Opinion on this 
slippery empirical question also underlies the difference between the 
two positions on the economic feasibility of high investment. 

Paradoxically the more radical economists have generally been 
identifed with the seemingly narrowly economic position stressing 
high investment, while the “mainstream” economists have de-em- 
phasized capital accumulation and stressed thoroughgoing societal 
change, e.g., achievement of broad preconditions for take-off. This 
apparent ideological anomaly disappears, however, when we con¬ 
sider political feasibility, i.e., the likelihood that government short- 
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comings may prevent high investment and rapid development. The 
radicals do more than agree with the mainstream on this issue. They 
stress the need for a dedicated government willing and able to do 
what is necessary for a high rate of investment, i.e., for a fundamen¬ 
tal change in political structure. Given the right (or left!) kind of 
government, a substantial increase in capital formation is seen as 
necessary and (nearly) sufficient for accelerated development and 
as economically and politically feasible. Jour. Dev. Studies, Oct. 
1968, 5(1), English. Temple University, USA 

Achahya, T K T. and McFaioane, B. J. Social structure and economic de- 
I'elopznent. a historical review. Asian Econ. Rev., Feb. 1968, pp. 93-105. 
Andb^:, C. Le libre-^change et les pays sous-d6velopp4s: stimulant ou frein de 
la croissance ^conomique? Rev. Econ,, May 1958, pp. 462-85. 
Abnth-Jensen, N. Eiikkerproduktion og U-landshjaelp. 0kon og Pol., 1968, 
42(1), pp. 77-79. 

Austin, R. V. Origins of liberalism. Riv. Intemaz. di Sci. Econ e Com., May 
1968, pp. 465-71. 

AYMABD-FAnxEDiN, M. Lcs progr^ de I’agriculture au Kazakhstan. Cahiers 
de I’l.S.E.A., March 1967, G, pp. 3-50. 

Bakke, E. Norske 0konormske problemere i tiden etter 2 verdenskrig. Stat. Tids., 
March 1968, pp. 1-31. 

Borgenvik, H. Hovcdproblemer i innstillingen fra “Skattekomiteen av 1966." 
.Stat. Tids., March 1968, pp. 32-40 

Brand, S S, Ekonomiese clualisme en die Suid-Afrikaanse volkshuisliouding. So 
Afr. Jour. Econ , March 1968, pp. 13-23. 

Bruton, H. J. Import substitution and productivity growth. Jour. Develop. Stud , 
April 1968, pp. 306-26. 

Campolonco, a. Sul divario del Mezzogiomo. Studi Econ , Jan.-April 1968, pp. 

1 - 6 . 

Coats, A W. Political economy and the tariff reform campaign of 1903. Jour, 
Law & Econ., April 1968, pp. 181-229. 

DANiiEK, J. Economic reform in Czechoslovakia. Kansantaloudelhnen Aikakau- 
sldrja, 1968, 64(2), pp. 105-22. 

Davhieux, a. Modeios de simulacidn de la economia Uruguaya. Rev. Facultad 
Ciencias Econ. Admin , Dec. 1967, pp. 63-86. 

Eisenstadt, S. N. Some new looks at the problem of relations between tradi¬ 
tional societies and modernization. Review article. Econ. Develop, and Cult. 
Change, April 1968, pp. 436-50, 

Finch, M. H. J. Economic maturity and the Canadian economy. Jour. Develop. 
Stud., July 1968. 

Fuhtado, C. and Maneschi, a. Ud modelo de sunulacidn del desarroHo y el es- 
tancamiento en America Latina. Trimestre Econ., April-June 1968, pp. 181-204. 
Garcia, A. El diagndstico del atraso en America Latina. Trimestre Econ., April- 
June 1968, pp. 205-36. 

Ghaussy, A. G. AND Tuchtteldt, E Bemerkungen zur Verkehrspolitik in Ent- 
wicklungslandem. Schweiz. Zeitschr. f. Volkswirtschaft und Stat., June 1968, 
pp. 89-109 

CiMENEz DE LA CuADRA, C. Los desequihbiios en la economia espaiiola. Rev. 
de Econ. Pol., Sept,-Dec. 1967, pp. 73-176. 
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Gogol, B. I. Studierea pietei interne in U.B.S.S. (Studying the home market in 
the U.S.S.R. With English summary.) Comertul Modern, Nov. 1967, pp. 35-37. 

Hansen, N. M. Public policy and regional development. Quart. Rev. Econ. & 
Bus., summer 1968, pp. 51-60. 

Habris, E. R., Jb. Growth of agriculture and industry: balanced investment in 
both economic sectors. Am. Jour. Econ. Soc., July 1968, pp. 277-83. 

Hawkins, E. K. Measuring capital requirements. Fin. and Develop., June 1968, 
pp.2-7. 

Hochwald, W. An economists image of history. So. Econ. Jour., July 1968, pp. 
3-16. 

IsBERT Soriano, J. Le d^veloppement dans I’espace regional. Rev. Tiers Monde, 
Oct.-Dec. 1967 

Johnston, B. F. Agricultura y desarrollo econAmico: la importancia de la ex- 
periencia japonesa. Trimestre Econ., April-June 1968, pp. 285-336. 

Kelley, A. C. and Williamson, J. G. Household saving behavior in the develop¬ 
ing economics; the Indonesian case. Econ. Develop, and Cult. Change, April 
1968, pp. 385-403. 

Khalaf, N. G. Economic size and stability of the Lebanese economy. Middle 
East Econ. Papers, 1967, pp. 6.3-78. 

KmvES, L. Suomen metsiiteollisuus markan devalvoinnin jalkeen. (Finnish forest 
industry after the devaluation of the mark. With English summary.) Kansan- 
taloudellinen Aikakauskirja, 1968, 64(2), pp. 79-94. 

Lakdawala, D. T. Development and foreign aid. Indian Econ. Jour., Jan.-March 
1988. 

Lim, Y. Trade and growth: the case of Ceylon. Econ. Develop, and Cult. Change, 
Jan. 1968, pp. 245-60. 

Lindblom, O. Bostadpolitikons mMsattning och finansiering. (The aims and 
financing of housing policy. With English summary.) Ekon. Samfundets Tids., 
1968, 22(2), pp. 71-81, 
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(Economic considerations of Finnish imports of fuel oils. With English sum 
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Marhis, P. The social barrien to African entrepreneurship. Jour. Develop. Stud., 
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Mehta, G. L. Development and foreign collaboration. Indian Econ. Jour., Jan.- 
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Mini, P. V. Capital imports and economic growth: the Italian experience, 1955- 
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o. Afr. Jour. Econ., Marcn 1908, pp. 32-44. 

Velarde Fuertes, J. L'agriculture et le diveloppement. Rev. Tiers Mond 
Oct.-Dec. 1907. 

Williamson, J. G, Personal saving in developing nations: an intertemporal cro. 

section from Asia. Econ. Record, June 1968, pp. 194-210. 

Consumer goods or capital goods—supply consistency in development plannin 
Comment by G. C. Hufbauer. Pakistan Develop. Rev., spring 1968, pp. 104-1 
Industrial development and changes in the structure of foreign trade: the 
perience of the Republic of China in Taiwan, 1946-66. Intemat. Mon. Fur 
Staff Papers, July 1908, pp. 290-321, 



Statistical Methods; Econometrics; Social Accounting 

Armstrong, A. G. and Lecomber, J. R. C. Statistics for Medium- 

Term Economic Planning. 

A comprehensive, coordinated set of statistics is a basic require¬ 
ment for detailed medium-term planning. The advantages of using a 
Social Accounting Framework to ensure consistency, and also as a 
basis for analysis are stressed. 

It is argued that the failure of the National Plan may in large 
measure be attributed to statistical deficiencies as well as to political 
pressures. For example an assessment of the possibilities of faster 
growth necessitates some knowledge of the relationship between in¬ 
dustrial outputs and inputs of capital and labour. Differences be¬ 
tween the industrial coverage of labour statistics and capital statis¬ 
tics, lack of information on capacity utilisation, poor measures of 
output especially in the services sector make the estimation of such 
relationships almost impossible. 

Clearly there are great difBculties involved in meeting these new 
demands; the remainder of the paper is devoted to the considerable 
changes required in the organization and attitudes of the govern¬ 
ment statistical services, and the paramount need to depart from the 
amateur traditions of the Civil Service and bring in experts to take 
full advantage of the revolutionary opportunities offered by the 
computer. Jour. Royal Stat. Soc., 1968, 131(1) Series A, English. 

Baumol, W. J. and Balinski, M. The Dual in Nonhnear Program¬ 
ming and Its Economic Interpretation. 

This article describes how the notion of duality can be extended 
to nonlinear programs, satisfying the appropriate concavity-convex¬ 
ity conditions. It provides a defeition of this duality and describes 
its motivation. Several fundamental theorems are stated and proved, 
including the interpretation of the dual variable as a marginal input 
yield. The dual constraints are shown in economic terms to be the 
precise counterpart of those in linear programming, with marginal 
values substituted for average values throughout. The nonlinear ob¬ 
jective function is shown to include, in addition to the value of the 
inputs (which is the objective in the linear programming case), a 
set of terms corresponding to economic rents. The difference can be 
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explained in terms of the “adding up controversy” of distribution 
theory and its resolution in terms of linear homogeneous production 
functions. A graphic interpretation of the linear and nonlinear dual 
programs is also provided. Rev. Econ. Studies, July 1968, 35-3(103), 
pp. 237-56 (English). Princeton University 


Bfnishay, H. Paiameters and Relations of Stochastically Lagged 

and Disaggregative Time Series. 

A new approach is employed to construct the first of several mod¬ 
els to describe a process consisting of three related time series: an 
inflow, a stock and an outflow. The inflow, stock, and outflow series 
are related via a truly stochastic lag applicable to subcomponents of 
the inflow series. All three series are viewed as cumulations of a ran¬ 
dom number of subcomponents of randomly determined size. The 
variables exogenous to this model are (1) the number of subcompo¬ 
nents of the inflow, (2) the size of a subcomponent, (3) the fife 
(duration) of a subcomponent In this first model these exogenous 
variables are assumed mutually independent during an interval or a 
point in time and serially independent over time. In subsequent 
work some of these independent assumptions are relaxed. Among 
the interesting results are some relevant serial and cross serial corre¬ 
lations of the time series under consideration. These relations and 
others make it possible to evaluate the comparative advantage of 
lead series in forecasting lag series, and as such may be of value for 
the evaluation of stabilization policies. The model may be viewed as 
a description of several inflow-.stock-outflow phenomena; consumer 
credit processes, demand deposits of commercial banks, population 
and labor force, the formulation and decay of aggregates of capital 
projects, and some aspects of the income expenditure process. Eco- 
nometrica, Jan, 1968, 36(1), pp. 155-71 (English). Northwestern 
University 


Buhmeister, E. The Role of the Jacobian Determinant in the Two- 
Sector Model. 

‘The Role of the Jacobian Determinant in the Two-Sector Model" 
stales clearly the most important theorems concerning causalitij 
(uniqueness of short-run equilibrium) and stability of the two-sec¬ 
tor model. 
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The paper departs from the usual approaches and introduces the 
Jacobian determinant (J) of the entire system of simultaneous equa¬ 
tions which determine short-run equilibrium, and it is shown that 
the two-sector model is causal if and only if J does not change sign. 
Theorem V provides necessary and sufficient conditions for local sta¬ 
bility, a problem which has been somewhat neglected in previous 
work. A numerical example is given to illustrate ^t local stability is 
sometimes sufficient for the stronger conclusion that there exists a 
unique balanced growth path. Finally, global stability and Harrod- 
neutral technical progress are discussed briefly. Int’l. Econ. Rev., 
June 1968, 9(2), pp. 195-203 (English). 


Burt, O. R. and Finley, R. M. Statistical Analysis of Identities in 

Random Variables. 

A random variable of economic interest is sometimes an identity 
function of two or more separate variables; for example, crop in¬ 
come per acre is the product of price and yield. This article presents 
a method for partitioning the variance of such a random variable 
into components that can be associated with the separate random 
variables in the identity and interactions among them. Under some 
statistical assumptions on the variables involved, the converse of the 
partitioning procedure is useful for deriving the variance of a ran¬ 
dom variable from the moments of the separate variables of the 
identity. Am. Jour. Agric. Econ., Aug. 1968, 50(3), pp. 734-44 
(English). University of Missouri, Columbia 


Chftty, V. K. Pooling of Time Series and Cross Section Data. 

Estimates of parameters from cross section data are often ijitro- 
duced into time series regression as known with certainty, which 
leads to conditional estimates of the time series regression. This 
paper develops a method of pooling cross section and time series 
data from the Bayesian point of view, to estimate all the parameters 
simultaneously. It is shown that the parameters which are common 
to both the regressions will have on the average sharper posterior 
distributions. It is also demonstrated that the traditional method 
often leads to underestimates of the standard errors of the time se¬ 
ries estimates. The method is applied to estimate the statistical de¬ 
mand function for the U.S. based on cross section and time series 



864 Journal of Economic Abstracts 

data given ui Tobin. Econometrica, April 1968, 36(2), pp. 279-90 
(Engbsh). Columbia University 


Elteto, 0. AND Fmgyes, E. New Income Inequality Measures As 

Efficient Tools For Causal Analysis And Planning. 

In connection with a simulation experiment worked out by the au¬ 
thors at the Himgarian Planning Office measures have been devel¬ 
oped which, besides indicating the effects of various plan variants 
on the income inequality, are also suitable for measuring its eco¬ 
nomic motivation. This property of the measures and the fact that 
they are very easy to compute are of special importance for choosing 
the most advantageous variant. 

The proposed new inequality measures have been successfully ap¬ 
plied to analyse Hungarian income distributions. A few numerical 
examples are given. Econometrica, April 1968, 36(2), pp. 388-96 
(English). Hungarian Central Statistical Office and Institute of 
Planning, Budapest 


CiiANciJi, C. W. J. Some Aspects of the Random Walk Model of 

Stock Market Prices. 

Two aspects of the random walk model for speculative prices are 
considered. In the first, it is shown that if the market has a relatively 
short memory of price changes, then a price senes with sufficiently 
long time intervals between readings will be indistinguishable from 
a random walk series. In the second, it is shown that the observed 
non-normality of daily price changes or changes over longer periods 
is only to be expected due to the non-constancy of the number of 
transactions during the day and it does not follow that the series nec- 
essanly has infinite variance. Int'l. Econ. Rev., June 1968, 9(2), pp. 
25.3-57 (English). 


Hall, H. H., Heady, E. O. and Plessneb, Y. Quadratic Program¬ 
ming Solution of Competitive Equilibrium for U.S. Agriculture. 

A quadratic programming model is applied to the solution of a 
competitive equilibrium for the field crops sectors of U.S. agricul¬ 
ture. The analysis is based on nine spatially separated markets, with 
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separate demand functions for six commodities in each. The objec¬ 
tive of the programming model is to maximize net profits (total 
revenue minus production costs, land rents, and transportation 
costs) derived from satisfying the endogenously determined demand 
in the various markets. This objective is subject to the constraints on 
land availability, demand functions, and the competitive equilibrium 
condition that product price not exceed marginal cost. The empirical 
results are consistent in the sense that programmed equilibrium 
prices are considerably lower than actual prices in the base year, 
1965. Even under equilibrium at relatively low prices, surplus land 
is indicated in the Southeastern and Great Plains states. The results 
suggest the potential for various policy applications, including the 
analysis of potential short-run prices in the presence or absence of 
“free market” equiHbrium. Am. Jour. Agric. Econ., Aug. 1968, 50(3), 
pp. 536/55 (English). Iowa State University and Hebrew Univer¬ 
sity of Jerusalem 


Hannan, E. J. and Terreix, R. D. Testing for Serial Correlation 

After Least Squares Regression. 

Fourier Methods are used to investigate tests for the significance 
of the residuals from a regression. 

In a multiple regression on fixed regressors it is shown that if the 
regressors have spectra concentrated at the origin of frequencies 
then the upper bound of the Durbin-Watson test statistic is likely to 
be relevant. The structure of the spectral density matrix of regres¬ 
sors which makes least squares an efficient method for a disturbance 
with any continuous spectral density is also discussed. 

An alternative proof is offered for testing serial independence of 
tlie residuals from any “just identified” or “overidentified” equation 
in a multiple system of equations. 

As the econometrician is likely to be interested in test procedures 
for different forms of serial dependence an example of this land is 
investigated. It is indicated that the statistic proposed will also pro¬ 
vide a method for testing serial independence of residuals in a 
regression model which has the dependent variable, lagged one pe¬ 
riod, and other exogenous variables as regressors. 

Attention in each situation is focussed on the case where the exog¬ 
enous variables in the regression have spectra concentrated at the 
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origin oi frequencies. Econonietrica, Jan. 1968, 36(1), pp. 133-50 
(English). Austrailian National University 


Howhey, E. P. a Spectrum Analysis of the Long-Swing Hypothesis. 

Thi.s paper is concerned with the existence of long swings in the 
rate of growth of output and related macro-economic variables. The 
usual method which is used to isolate long swings in economic time 
series is first to low-pass filter the series in order to attenuate the 
short-run fluctuations and then to analyze the filtered series. It is 
shown that inferences about the period of fluctuation of the original 
series based on estimates obtained from a filtered series may be mis¬ 
leading unless the efl^ect of the filter is considered. Specifically, a 
major cycle with a periodicity of between eight and eleven years in 
the original senes may appear as a long swing with a periodicity of 
between fifteen and twenty-five years in the filtered series. This sug¬ 
gests that the results of several earlier studies of the long-swing hy¬ 
pothesis must be interpreted with extreme caution. 

'fhe empirical results of the paper are presented in the form of 
estimates of the spectral density functions of the relative rate of 
growth of a number of macro-economic variables. These estimates 
inchcate that the relative peaks which do emerge in the long-swing 
frequency band are in most cases extremely weak; in no case are 
they statistically significant On the other hand, the major and minor 
business cycles stand out clearly in these estimates. These estimates, 
together with the observation that the usual filtering methods can 
“shift” a major-cycle peak in the spectrum into a long-swing peak, 
tend to cast some doubt on the existence of long swings in the rate 
of growth as fluctuations which are distinct from the major cycle. 
Int’l. Ecort. Rev., June 1968,9(2J, pp. 228-52 (English). 


Hymans, S. H. Simultaneous Confidence Intervals in Econometric 

Forecasting. 

Forecasting a vector of jointly dependent random variables fre¬ 
quently leads to the consideration of a confidence ellipsoid. Joint 
confidence intervals can then be derived if the projections of the el¬ 
lipsoid on a set of coordinate axes can be calculated. In this paper 
we derive an expression for such projections and then present the 
application to econometric forecasting. Econometrica, Jan. 1968, 
36(1), pp. 18-30 (English). University of Michigan 
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Ijnu, Y. The Linear Aggregation Coefficient as the Dual of the 
Linear Correlation Coefficient. 

In this paper the linear aggregation coefficient is defined as a 
measure of the degree of perfectness of a linear aggregation func¬ 
tion with respect to a given basic function, and its properties are an¬ 
alyzed in relation to its dual, the linear correlation coefficient. Eco- 
nometrica, Apr. 1968, 36(2), pp. 252-59 (English). Stanford Univer¬ 
sity 


Irwin, G. D. A Comparative Review of Some Firm Growth Models. 

Growth has become a byword among economists. Those who 
focus on the study of the firm have, as one result, struggled to emi¬ 
grate from the old world of comparative statics to the promised land 
of time-dynamics. 

They face at least two problems in relating a short-run production 
theory more closely to an investment theory: (1) choosing among 
the various concepts of the decision process—sequential vs. simulta¬ 
neous, optimizing vs. satisficing vs. managerial vs. behavioral, etc., 
and (2) handling the internal and external flows and stocks of funds 
—cash and borrowing reserve. These problems require that balance 
sheet, profit and loss, and cash flow aspects be incorporated into the 
research approach. 

This paper explores the concept of growth and reviews the limited 
way it is used in the familiar comparative statics studies. It reviews 
and compares the growth process incorporated in published research 
using three types of research tools to study the farm firm: multipe¬ 
riod linear programming, recursive linear programming, and com¬ 
puter simulation. The paper also develops suggestions on strategies 
for more meaningful research using the growth concept. Agric. 
Econ. Research, July 1968, 20(3), pp. 82-100 (English). Purdue 
University 


Kadiyala, K. R. a Transformation Used to Circumvent the Prob¬ 
lem of Autocorrelation. 

In this paper it is shown tliat, when the disturbances St = yt — 
in a regression model follow a first order autoregressive 
process with the parameter p generating the process, there exist 
cases where the classical least squares regression analysis as ap- 



868 Journal of Economic Abstracts 

plied to the n-l observations: yt — pyt-i, Xtj — pxt-i.i (j = 1,2,—>1^; 
t = 2,...,n), is less efficient than the classical least squares regression 
analysis as applied to the original n observations: yt, Xtj (t = l,...,n). 
[t is shown that the efficiency of the former relative to the latter 
could be arbitrarily close to zero in some cases. Econometrica, Jan. 
1968, 36(1), pp. 93-96 (English). The University of Western On¬ 
tario, London, Canada. 


Mabschak, J. and MnfASAWA, K. Economic Comparability of In¬ 
formation Systems. 

Whether, for a given user, one information system is preferable to 
another, depends in general on the payoff function characterizing 
the user, and not only on the probability distributions of channel in 
and outputs (events and messages) characterizing the information 
systems. This remains true when information systems are interpreted 
as statistical experiments used to test hypotheses. 

Some pairs of information systems are, however, comparable, in 
the sense that one is preferable to another irrespective of the payoff 
according to their “informativeness.” The paper states various condi¬ 
tions under which two information systems are comparable; these 
are certain properties of the distributions of events and messages. 
Theorems are proved that establish necessity or sufficiency relations 
between those properties. Int’l. Econ. Rev., June 1968, 9(2), pp. 
137-74 (English). 


Merbiam, j. H. New Economic Indicators. 

Optimum use of stabilization policy requires an ability to forecast, 
or at least recognize, significant changes in the general level of eco¬ 
nomic activity. Current forecasting methods include reliance on the 
lead-lag technique and the economic indicators of the National Bu¬ 
reau of Economic Research. While the leading indicators of the 
NBER are a valuable aid to the forecaster, their past performance 
has been too erratic to inspire great confidence in their use. The 
main theme of this article is that more reliable leading indicators 
may be derived by manipulation of the NBER coincident and lag¬ 
ging indicators. 

The technique of obtaining the new indicators was to take a 
month by month ratio of the value of one indicator to another, using 
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series from the NBER coincident and lagging categories. Thirty 
such “hybrid” indicators were derived and these were compared 
with fifteen NBER leaders for the reference peaks of 1953,1957, and 
1960. Most of tile thirty predicted reference peaks as well as the av¬ 
erage NBER leader while three did about as well or better than the 
most reliable leading indicators. Comparison with a naive model 
suggests that the success of the new indicators was due to more than 
a statistical coincidence. 

As with the NBER leaders, it is difiBcult to firmly establish a 
causal link between the new indicators and the general business 
cycle; the major source of such troubles is that a completely satisfac¬ 
tory theory of the cycle has yet to be formulated. Despite such prob¬ 
lems, the performance of the new series indicates they may offer a 
more reliable approach to the hazardous art of economic forecasting. 
Western Econ. Jour., June 1968, 6(3) pp. 195-204 (English). Idaho 
State University, USA 


Miernyk, W. H. Long-Range Forecasting with a Regional Input- 

Output Model. 

This paper describes a method of projecting technical coefficients 
in a regional input-output model used to make long-range interin¬ 
dustry forecasts for the six sub-basins of the Colorado River Basin. 
Largely because trade patterns vary widely from region to region, 
the author claims that regional tables based on primary data are su¬ 
perior to those constructed by adjusting national coefficients. Even if 
it were possible to adjust national data to accurately represent the 
structure of a regional economy in a given year the resulting table 
would provide no information about changes in technical coefficients 
over time. The method employed in the Colorado River Basin study 
allows for such changes. 

The technique described requires the collection of data on interin¬ 
dustry transactions by sample siuvey. Average coefficients for the 
base year are computed from the total sample for each sector, and 
average coefficients for a future year are calculated from a sub-sam¬ 
ple of “best practice” establishments in each sector. The assumption 
is that technologically-advanced establishments in the base year will 
be representative of average establishments in the target year. The 
effects of changes in technology and trade patterns are illustrated 
using an aggregated Colorado River Basin table. 
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The construction of regional mput-output tables by independent 
research organizations using the method described undoubtedly rep¬ 
resents an inefficient use of resources. A suggestion is made that in¬ 
put-output data for the nation be collected by federal agencies on a 
state basis. The state data could then be aggregated to obtain an in¬ 
ternally consistent national table. They could also be used to pre¬ 
pare separate regional tables consisting of various combinations of 
states Western Econ. Jour., June 1968, 6(3), pp. 165-76 (English). 
West Virginia University, USA 


Nacaii, a. L. and Gupta, Y. P. The Bias of Liviatan’s Consistent 
Estimator in a Distributed Lag Model. 

In an earlier article published in the International Economic Re- 
ciev) (1963) Liviatan proposed a consistent estimator for a distnb- 
uted lag model In the present note we analyse the bias of this esti¬ 
mator to order 1/T, T being the number of observations Economet- 
rtca, Apr 1968, 36(2), pp. 337-42 (English). University of Delhi 

Stekler, H. O, and Burch, S. W. Selected Economic Data-Accu- 
racy vs Reportmg Speed 

Since early economic data are frequently revised, it is useful to ex¬ 
amine the quality of several of the most important monthly series 
and to determine whether the early figures reveal what is taking 
place in the economy. This paper analyzes the size and direction of 
errors of three seasonally adjusted monthly time series. The accu¬ 
racy of each series was based on a comparison of the percentage 
changes for each month from the previous month as indicated (1) 
by the final data, (2) by the data first available for that month, and 
(3) by the second (and in one case third) figures reported for the 
same month 

The results indicated that the accuracy of the statistics is inversely 
related to the speed with which the data are reported. While there 
IS little trade-off between the reporting speed and the turning point 
errors which are indicated, the size of the error was inversely related 
to the reporting promptness. In the best series, moreover, the errors 
associated with the early data are 50 per cent of the changes in the 
final data. This error may be as high as 100 per cent for some of the 
poorer statistics. Jour. Am. Stat. Assoc., June 1968, 63, English. 
Board of Governors of the Federal Reserve System 



Subjects 871 

Telseh, L. G. and Graves, R. L. Continuous and Discrete Time 

Approaches to a Maximization Problem. 

This paper deals with a class of economic problems in which a 
firm seeks a maximum present value of its return over an infinite 
horizon at a given interest rate. This problem has two versions. In 
the one of our primary concern a monopohst seeks a present-value- 
maximizing sales (or price) policy and faces a given demand func¬ 
tion such that the quantity demanded at time depends linearly on 
past and expected future prices. In the second version a firm deter¬ 
mines its stock of capital over time so as to maximize the present 
value of its net return. We show that there are surprising differences 
for a given model in discrete and in continuous time. 

For example, in the monopoly problem a solution exists in contin¬ 
uous time if there is an upper limit on the discount rate while in the 
discrete version a solution exists for all discount rates above a lower 
limit. This paradoxical result as well as other differences between 
continuous and discrete time approaches have important economic 
interpretations in terms of the expectations and treatment of uncer¬ 
tainty implicit in these two approaches. As a result we are able to 
gain fundamental insights into the economic nature of the problems 
depending on what has been thought to be the unimportant detail 
as to whether the problem is formulated in continuous or in discrete 
time. Rev. Econ. Studies, July 1968, 35-3(103), pp. 307-26 (En¬ 
glish). University of Chicago 


Trelogan, II. C. Cybernetics and Agriculture. 

The greatest boon from cybernetics has been the stimulus to for¬ 
mulate new concepts of how things can be done. The new concepts 
lead to new ideas for conceiving and arranging communications and 
control among the parts, between a central control and the parts, 
between external stimuU and central control, and also external stim¬ 
uli and particular parts. Cybernation opens opportunities for the ex¬ 
ploration of entirely different approaches to the achievement of 
given objectives. 

American agriculture is being influenced by these cybernetic de¬ 
velopments. Old concepts of farming are being modified and limita¬ 
tions on the ability to mechanize fanning operations are being over¬ 
come. Long estabhshed communication and control systems in agri¬ 
culture are being revolutionized and improved with the introduction 
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of advanced statistical techniques and electronic computer capabili¬ 
ties. 

Horizontal integration expands the opportunities and helps to jus¬ 
tify the expense for applying cybernetic methods to farm manage¬ 
ment. Vertical integration, to an even greater extent, widens the po¬ 
tentials for utilizing modem communication and control techniques 
for the centralization and unification of management. 

But the impact of these developments on deeply rooted concepts 
and strongly held values and beliefs will be of even greater import 
to our society. For example, the identities, definitions, counts and 
measurements employed for agricultural statistical reporting are 
being subjected to profound changes. The modifications point up 
the widespread need for reformulation of relevant economic theory, 
and for changes aflFecting institutional, sociological and conceptual 
frameworks. Tlie magnitude of the related research and educational 
requirements ahead can hardly be overstated. Agric. Econ. Re¬ 
search, July 1968, 20(3), pp. 77-81 (English). USDA, Washington, 
DC 

Waud, R. N. Misspeciflcation in the “Partial Adjustment” and "Adap¬ 
tive Expectations” Models. 

Over a decade has passed since Koyck demonstrated that a dis¬ 
tributed lag model having exponentially declining weights could be 
reduced to a statistically manageable form by a transformation now 
well known. The equation resulting from this transformation is also 
the reduced form of two alternative theoretical justifications for the 
use of distributed lag models with exponentially declining weights; 
namely the “partial adjustment” model, first used by Cagan in his 
study of hyper-inflation, and the “adaptive expectations” model, first 
employed by Nerlove in his study of farmer’s response to price. 
Since their discovery both of these models have recieved extensive 
use in empirical research as an economic rationale for explaining dy¬ 
namic economic processes. However, it has not been well recognized 
by the numerous researchers using these two models that the resul¬ 
tant reduced forms are simply statistically indistinguishable, special 
cases of the reduced form of a more general model embod)dng the 
concepts of both. 

Consequently, use of the “partial adjustment” model is probably 
quite often a misspeciflcation of expectations formation in the adap- 
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tive sense, that is, expectations are implicitly assumed static. Simi¬ 
larly, use of the “adaptive expectations* model may often be a mis- 
specification of habit persistence in the partial adjustment sense- 
habit persistence is implicitly assumed non-existent. 

This paper demonstrates and evaluates for the large-sample case 
the seriousness of the bias in the estimated regression coeflBcients, 
their estimated standard errors, and the estimated mean lag whidi 
results when either of these misspecifications occurs. It is shown that 
the bias in the estimated regression coefficients may be very serious 
indeed and that the estimated standard errors of the estimated 
regression coefficients can increase noticeably relative to the size of 
the estimated regression coefficients. In addition such misspecifica¬ 
tions lead to a very serious upward bias in the estimated mean lag. 
The latter finding is very sobering since the usual motive for invok¬ 
ing the rationale of either the “partial adjustment” or the “adaptive 
expectations” model is to infer something about the speed of adjust¬ 
ment of the underlying phenomenon generating the data. In view of 
these results for the large-sample case our expectations could hardly 
he more sanguine for the small-sample case. Int'l. Econ. Rev., June 
1968, 9(2), pp. 204-17 (English). 

Weisbbod, B. a. aimd Hansen, W. L. An Income-Net Worth Ap¬ 
proach to Measuring Economic Welfare. 

The objective of this paper is to present an empirical measure of 
economic welfare, hereafter called “economic position,” which inte¬ 
grates current money income and current net worth. We apply the 
resulting measure illustratively, comparing some of its results witlr 
those of the income measure. Subsequently, some of the implications 
of our measure are explored. 

The proposed measure rests on the assumption that current in¬ 
come and current net worth are both important determinants—al¬ 
though not the sole determinants—of the economic position of a con¬ 
sumer unit. 

It is well known that the distribution of income and the distribu¬ 
tion of net worth differ significantly. Were it not for these differ¬ 
ences—if the relative position of the various consumer units were 
more nearly identical in the two distributions—then it would be less 
important to attempt to integrate these two distributions. Such an 
integration would still be useful, however, if we wished to apply ;ui 
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absolute standard for determining the level of economic position, 
e.g., “affluence” or “poverty.” 

Merging income and net worth gives rise to difficulties, for income 
is a flow while net worth is a stock. The procedure proposed in¬ 
volves converting net worth into a flow by translating it into an an¬ 
nuity. 

For any given consumer imit—individual, family, or household— 
we propose measuring its “economic position” at a given time as the 
sum of (1) its current annual adjusted income and (2) the annual 
lifetime annuity value of its current net worth. 

The most striking result of using the new measure is its impact on 
the economic position of the aged, who, by this measure, appear to 
be considerably “better off” than is shown by the current income 
measure, This results from the interaction of income, net worth 
holdings, and life expectancy. Am. Econ. Rev., Dec. 1968, 58(5) En¬ 
glish. University of Wisconsin, USA 


Young, A. H. Linear Approximations to the Census and BLS Sea¬ 
sonal Adjustment Methods. 

The Census and BLS ratio-to-moving-average seasonal adjustment 
metliods are usually specified by procedural steps. The basic se¬ 
quence includes: (a) A moving average of the original data is calcu¬ 
lated to estimate the trend-cycle, (b) The trend-cycle estimates are 
divided into the original data to obtain “seasonal-irregular” ratios is 
calculated to estimate seasonal factors. 

The following procedures are added to the basic sequence: (a) 
The sequence is iterated, starting with an improved trend-cycle esti¬ 
mate. (b) End weights are used to extend the moving averages, (c) 
Extremes are identified, (d) The methods, while based on the as¬ 
sumption that the components are related multiplicatively, equate 
12-raonth sums of seasonally adjusted and imadjusted data rather 
than products. 

The seasonal, trend-cycle and irregular components can each be 
written in explicit mathematical statements as a combination of 
non-linear and linear operations on the logarithms of the original se¬ 
ries. The linear operations approximate the ratio-to-moving-average 
methods. 

Except at the ends of the series the Census and BLS seasonal fac¬ 
tors are almost identical to those computed from the ratios to a cen¬ 
tered 12-tenn moving average. 
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The linear statements permit comparisons with multiple regres¬ 
sion models. Two differences are noted, (a) The central trend-cycle 
expressions in the regression models are less flexible, (b) The sea¬ 
sonal factor statements at the ends of the series are quite different. 

The differences at the end of the series in the seasonal factors pro¬ 
vided by the various methods are evaluated empirically by compar¬ 
ing revisions obtained by recomputing the adjustments with addi¬ 
tional data. The Census and BLS factors are judged superior to fac¬ 
tors obtained from ratios to a centered 12-tenn moving average and 
to those derived from regression models applied to seven years of 
data. Jour. Am. Stat. Assoc., June 1968, 63, English. U. S. Depart¬ 
ment of Commerce, USA 

Andersen, E. New literature on econometrics; a review article. National0k. Tids., 
1967, 105(5-6), pp. 283-91. 

Black, J. and MoRfMOTO, Y. A note on quadratic forms positive definite under 
linear constraints. Economica, May 1968, pp. 205-6. 

Boggia, L. M. and Sorarhain, O. M. Computaci6n de funeiones de distribuci6n. 

(With English summary.) Econdmica, May-Aug. 1967, pp. 23-34. 

Chew, V. Some useful alternatives to the normal distribution Am. Statistician, 
June 1968, pp. 22-24. 

Claude-Hillinceh. Stock-flow adjustments and distributed lags. Indian Econ. 
Jour., 1968, 15(4). 

Coaij:, a. J. Convergence of a human population to a stable form. Jour. Am. 
Stat. Assn., Tune 1968, pp. 395-435. 

Dacum, C. El concepto de permanencia estructural. De Economla, Jan.-March 
1968, pp. 25-32. 

Davies, B. The future of local government statistics. Jour. Royal Stat. Soc., 1968, 
Ser. A, 131(1), pp. 13-19. 

Demetbescu, M. C. Nevoi, cere, consum. (Requirements, demand, consumption. 

With English summaw.) Comertul Modem, Nov. 1967, pp. 47-55. 

Duran, M. A. Verosimintud de las estadisticas agropecuarias. Trimestre Econ., 
April-June 1968jpp. 257-68. 

Goodman, A. F. The interface of computer science and statistics: an hLstorical 
perspective. Am. Statistician, June 1968, pp. 17-20. 

Gough, I. and Stark, T. Low incomes in the United Kingdom, 1954, 1959 and 
1963. Man. School Econ. Soc. Stud., June 1968, pp. 173-84. 

Granger, C. W. J. and Hughes, A. O. Spectral analysis of short series—a simula¬ 
tion study. Jour. Royal Stat. Soc., 1968, Ser. A, 131(1), pp. 83-99. 

Herschel, F. j. Notas sobre la tdcnica de simulacidn y su posible utilizacidn en 
la previsidn econdmica. Trimestre Econ., JiJy-Sept. 1968, pp. 447-82. 
Kanbuh, M. G. and Netoeeker, H. Sensitivity analysis and spatial equilibrium 
models. Indian Econ. Jour., 1968,15(4). 

Mittra, S. La thdorie de la simulation economdtrique et ses applications. Rev. 
Econ., March 1968, pp, 209-36. 

Mondani, A. Alcune considerarioni sui limiti di vallditi delle previsioni statis- 
tiche. Wv. Internaz. di Sci. Econ. e Com., April 1968, pp. 385-96. 

Pyatt, G. On official economic statistics. Jour. Royal Stat. Soc., 1968, Ser. A, 
131(1), pp. 35-44. 

RadhakRishna, R. and Rao, T. S. A large sample test for regional homogeneity. 
Jour. Beg. Sci., summer 1968, pp. 109-12. 
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Rao, V. M. AND SHErmr, N. S. A principal components study of technoJo^cal 
progressiveness of farmers—iOustratioD of an approach to evaluation. Iiraian 
Econ. Jour., 1968, JS(4). 

Rosenblatt, H M. Spectral evaluation of BLS and census revised seasonal ad¬ 
justment procedures. Jour. Am. StaL Assn., June 1968, pp. 472-501. 

Sefkr, B. Income distribution in Yugoslavia. Intemat. Lab. Rev., April 1968, pp. 
371-89. 

Senccpta, J K. Econometric models of risk programming. Indian Econ. Jour., 
1968, 15(4). 

SoLARi, L. Fonctions de consommatioD semi-agr^gees pour la Suisse 1948/66. 

Schweiz. Zeitschr. f. VoUcswirtschaft und Stat., June 1968, pp. 111-54. 
Vander Noot, T. J. Computers, social science statisticians, and the A.S.A. Am. 
Statistician, June 1968, pp. 20-22. 

ZiNKiN, M. AND Booer, T. G. Statistics for business planning. Jour. Royal Stat. 
Soc., 1968, Ser A. 131(1), pp. 61-74 



Economic Systems; Planning and Reform; Cooperation 

Lxjveix, C. a. K. The Role of Private Subsidiary Fanning During the 

Soviet Seven Year Plan, 1959-65. 

The Seven-Year Plan had poor results in agriculture; gross agri¬ 
cultural output increased by only 14 per cent after a 70 per cent 
planned increase. This paper traces the achievements of the private 
agricultural sector during this period in response to the generally 
negative attitudes and policies of the State. A principal conclusion is 
that Soviet agriculture would have fared considerably worse, and 
fluctuations in output would have been more severe, were it not for 
the steadying influence of the private sector. 

The trend in resovuce availability was generally downward. Land 
area declined by more than 10 per cent and livestock holdings de¬ 
clined markedly until 1961, holding steady thereafter. As a result, 
labor inputs increased by more than 20 per cent. Of necessity, pro¬ 
duction was concentrated in labor-intensive commodities. By Ae cri¬ 
terion of relative productivity the private sector outdistanced the 
public sector in virtually all commodities produced in abundance by 
both sectors. 

In addition to accounting for more than 30 per cent of total agri¬ 
cultural output during the Plan, the private sector performed other 
services as well. It helped reduce earnings differentials between 
sovkhozniki and Idlkhoznild, provided the non-agricultural sector 
with about 15 per cent of total marketed agricultural output, and 
provided a substantial source of (monetary and non-monetary) in¬ 
come for the peasants. Soviet Studies, July 1968, 20(1) English. 
State University of New York at Binghamton, USA 


ScHROEDER, G. E. Soviet Economic ‘Reforms’: A Study in Contra¬ 
dictions. 

Following a short period of debate and experimentation the USSR 
in 1965 announced a sweeping series of changes in the organization 
and management of the industrial sector of the economy. Among the 
changes were the replacement of regional economic councils witli 
central, industrial ministries, a broadening of the authority of the 
managers of enterprises, an interest charge on fixed capital, a reduc- 
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tiou lu the number of items planned centrally, and the introduction 
of new success criteria for enterprises based on profits or sales and 
profitability (return on capital). These reforms have been hailed by 
a leading Soviet economist as being the third great economic reform 
in Soviet history (after the NEP and the inauguration of the five- 
year plans). This paper examines m some detail the reported experi¬ 
ence thus far under the reform and analyses the nature and likely 
impact of the new success criteria on managerial behaviour. The 
findings are that old ways of doing things persist tenaciously and 
that the new incentives are inconsistent and contradictory. The 
paper concludes that the reforms as presently constituted are largely 
a device for achieving one-shot gains in efficiency and will contrib¬ 
ute little to removing the chronic ills in the management of the So¬ 
viet economy. Soviet Studies, July 1968, 20(1) English. Washington, 
DC 


Smounski, L Planning Reforms in Poland. 

Recent reforms in Polish economic planning are here appraised 
against the background of similar pohcies in other centrally planned 
economies of Eastern Europe. It is found that the more industrial¬ 
ized a country becomes, the less suitable become the traditional So¬ 
net-type methods of highly centralized planning and the rate of in¬ 
dustrial growth slows down. In turn, the more pronounced the slow¬ 
down, the greater tends to be the propensity to reform and to de- 
centrahze. 

In Poland, the traditional methods were successful in mobihzing 
labor and capital for the quantitative growth of output but did not 
provide adequate incentives for quahty improvement, cost reduction 
and innovations. Now that the buyer’s market develops, Polish in¬ 
dustrial products meet with an increasing sales resistance at home 
and abroad. 

An accumulation of bottlenecks and structural disequihbria in 
product and factor markets mduced the government to enact a se¬ 
nes of reforms since 1965. They aim at speedier growth and rising 
static efficiency by redesigning managerial incentives and a partial 
decentralization. But these “Reforms without Theory” are too prag¬ 
matic and lack consistency, being imperfectly coordinated with each 
other and with the institutional framework. The skepticism of fac¬ 
tory managers, who refuse to act as risk-taking ‘‘socialist entrepre- 
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neiirs and bureaucratic inertia do not augur well for the success of 
the reforms. KyUos, 1968, 2J(3), pp. 498-511 (English). Boston 
College and Russian Research Center, Harvard University, Cam¬ 
bridge, Mass. 

Stark, J. R. Normative Elements in Economics. 

Increasingly economists find themselves involved in policy deci¬ 
sions where their scientific methodology seems inadequate to cope 
with non-quantifiable variables—particularly in respect to education, 
welfare, and anti-poverty activities where we see extensive interplay 
between the operation of economic policy and ideas of social equity. 

It is apparent that we are moving further into "normative” eco¬ 
nomics where value judgments combine with the “immutable” laws 
of science. One consequence is to blur the old dichotomy of thinking 
of economists as scientific, objective, and detached, and the elected 
officials as involved, subjective, and unscientific. 

The article focuses on two areas of considerable current concern 
to the Joint Economic Committee in which “normative” questions 
arc especially significant; one is the subject of investment in human 
resources; the second is that of wage-price guidelines. 

We are coming to regard human resource programs as economic 
investments. It was not so long ago when the concept of investment 
was limited largely to intangibles like plant and equipment; now we 
recognize human investments as very important factors in economic 
growth. 

Yet, as the work of the Joint Economic Committee’s Subcommit¬ 
tee on Economic Progress has demonstrated, the analysis of the eco¬ 
nomic aspects of human resource programs is just beginning. It is 
obvious ffiat much remains to be done in the linking of broad goals 
with program objectives, the coordination of programs, and the 
analysis of their combined impact on consumption, investment, eq¬ 
uity, and growth, \^^e also need to explore the usefulness of plan¬ 
ning-programming-budgeting techniques as applied to human re- 
■source programs. However, it is clear that in all of this analysis it 
will be difficult for economists to separate questions of equity and 
economic efficiency. 

Economists have found that the scientific approach to the wage- 
price guideposts has not been entirely successful. Any wage-price 
policy inevitably raises questions of equity, e.g., what is a “fair” 
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wage and a "fair” profit. The Joint Economic Committee has explic¬ 
itly recognized the question of equity raised by substantial increases 
in the Consumer Price Index, and has recommended the inclusion of 
part of the CPI increase in the wage guideposts. 

The author urges economists to accept the existence of variables 
that defy quantification and not to retreat from their frustrations 
into a kind of mathematical gamesmanship. Rev. Soc. Econ., March 
1968, 26(1), pp. 28-36 (English). Congress of the United States 

Tarn, A, A Comparison of Dollar and Ruble Values of the Industrial 

Output of the U.S.A. and the U.S.S.R. 

This paper can be regarded as a third installment of a series, fol¬ 
lowing U.S. And Soviet Industrial Output, Alexander Tarn and R. 
W. Campbell, American Economic Review, Sept. 1962, p 703 and 
“DoUar Value Of Soviet Industrial Production 1955-1960,” Alexander 
Tam, Review of Economics and Statistics, Nov. 1964, p 406. 

It endeavors to compare the Soviet Industrial output in 1955, 
1959, 1960 and 1963 with the U.S. Industrial output in 1963. 

The method can be briefly described as follows: A dollar value of 
output for each Soviet industry in the nonengineering sector is de¬ 
termined in terms of the U.S. value added for a corresponding in¬ 
dustry during 1963, taken in proportion to the U.S.S.R./U.S.A. 
physical production ratio. ITiis latter is based on the output data, or 
best available estimates for the principal product or products of this 
given industry. The ruble value of output for each U.S. Industry is 
then calculated similarly on the basis of the 1959 Soviet value 
added. Noting that the outputs of engineering industries of the two 
countries do not lend themselves to such a direct comparison due to 
the heterogeneity of the product mixes and lack of sufficient data, 
the author proceeds to circumvent this difficulty with the aid of the 
available ruble-dollar ratios and the respective dollar and ruble 
values of output. 

The results of these calculations are summed for each major in¬ 
dustry group, as well as for the industry as a whole, and then ex¬ 
pressed in terms of the U.S.S.R./U.S.A. ratios. Two sets of these are 
thus obtained; One set in terms of dollar and the other in terms of 
mble weights. These results are then discussed chiefly in the light of 
those factors which tend to either favor or countermand the normal 
index number effect. 

Upon observing that the production index implicit in the geo- 
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metrical average between the dollar and the ruble weighted Soviet 
outputs during the period imder study is very close to the Soviet Of¬ 
ficial index, the results are extrapolated to 1964-67 with the aid of 
the latter, and compared with the U.S. output in corr&sponding 
years. A comparison of the Soviet output for the specified years of 
the 1955-67 period is also made to the U.S. output for such earlier 
years when it is estimated to have been quantitatively most similar 
to the Soviet output in those specified years. On the basis of this 
comparison it is calculated that the U.S.S.R. was able to reduce the 
gap separating the magnitude of its industrial output from that of 
the U.S. from about 16 years in 1955 to some 5 years in 1967. Soviet 
Studies, Apr. 1968, 19(4), pp. 482-500 (English). Palo Alto, Califor¬ 
nia 


Ubbanek, L. Some Difficulties in Implementing Economic Reforms 

in Czechoslovakia. 

Czechoslovakia's New Economic Model (NEM), aimed at ration¬ 
alizing the Czech economy by reestablishing a properly functioning 
market and moving away from rigid central planning, is presently 
being implemented at an accelerated rate. The determining factors 
for the NEM’s success have already come into play and its long 
range political and social repercussions are being avidly debated. 

The success of the economic reform is not only determined by the 
strength of the model itself but also by the attitudes and capabilities 
of those persons working with it. The NEM is faced with the prob¬ 
lems of a “non-economic way of thinking” on the part of the present 
enterprise managers, a lack of trained managerial cadres, popular 
apathy, and an opposition on the part of featherbedded workers, in¬ 
competent managers, central planners, and party bureaucrats with a 
vested interest in the old system. 

Despite approval of the NEM, fear of the political repercussions 
has caused the communist party to "water down” the original project 
and distort its implementation. The party recognizes that changes 
will have to be made in the political and social spheres, but is hesi¬ 
tant to specify just what those changes would be. It has on the con¬ 
trary imposed limitations on certain aspects of the implementation 
of the NEM and has tightened the controls on all other areas of so¬ 
cial and political life. It has also strongly reaffirmed the ideological 
principles of the present society. 

The communist party has much to gain by the success of the 
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NEM in its role as the initiator and leader of the economic reform. 
However, should the party become too fearful of the NEM's politi¬ 
cal repercussions, it is liable to sabotage its own efforts to ensure its 
pohtical supremacy. Sennet Studies, Apr. 1968, 29(4), (English.) pp. 
557-66 The Hoover Institution, Stanford University 


Zebot, C. a. Fifty Years of the October Revolution; Effects of Eco¬ 
nomic Reforms on Communist Systems. 

All the Communist-ruled countries in Eastern Europe, including 
the Soviet Union, have embarked on major reforms of their eco¬ 
nomic systems. These reforms are different in extent but similar in 
purpose 

The Communist economic systems, operating on the basis of cen- 
trakred blueprints through administrative commands and favoring 
politically-selected production prionties, began to deteriorate as fur¬ 
ther "pnonties" were being added and technology of production as 
well as supply-demand relations grew ever more complex. By 1965 
all the Communist regimes in Eastern Europe bowed to the neces¬ 
sity of decentralizing economic decisions. By reason of a much ear- 
her start, Yugoslavia has decentralized its economic system consid¬ 
erably more than its eastern neighbors The Soviet Union is at the 
opposite end of the reform spectrum. Economic reforms in Czecho¬ 
slovakia are floatmg m between 

Economic decentralization means greater autonomy of individual 
production units and therefore increasing reliance on market-hke re¬ 
lations. Such decentralization is reduemg the arbitrary power of the 
party. A hesitant de-politization of micro-economic decisions and 
mounting pressures for broader influence on the remainmg political 
decision-making are taking place. Thus, as a by-product of economic 
reforms, a political process of de-totahtarianization has been ini¬ 
tiated. 

This twin development is being reinforced and quickened by a re¬ 
surgent dynamics of conflictmg national aspirations inside (e.g. in 
Yugoslavia and Czechoslovakia) and between (e.g. Romania vs. the 
Soviet Union) individual East European countries. Military proxim¬ 
ity of, and economic dependence on, the Soviet Union, on the other 
hand, are the chief brakes on the pace of incipient changes. 

More recently, a variety of other forces and pressures (workers’ 
strikes, student demonstrations, writers’ revolts, etc) have assumed 
major proportions and thus joined the economic and nationalistic 
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propeUants of change. Nowhere, however, has the political monop¬ 
oly of the Communist party been broken, not even in Yugoslavia. 
Rev. Soc. Econ., March 1968, 26(1) pp. 54-67 (English). George¬ 
town University, USA 

Bajt, a. Property in capital and in the means of production in socialist econo¬ 
mies. Jour. Law & Econ., April 1968, pp. 1-4. 

Beaucouht, C. Les m^thodes de la planification rdgionale en U.R.S.S. Cahiers 
dell.S.E.A., March 1967, G, 199-214. 

Calcagno, a. E., Sainz, P. and de Baubieri, J. El diagndstico politico en la 
planificacidn. Trimestre Econ., July-Sept. 1968, pp. 389-422. 

Chambbe, H. La reforme ^conomique. Cahiers de I’l.S.E.A., March 1967, G, 
pp. 51-52. 

Choldin, H. M. Urban cooperatives at Comilla, Pakistan: a case study of local- 
level development. Econ. Develop, and Cult. Change, Jan 1968, pp. 189-218. 

CoTOHRUELO Sendagorta, A. Le Plan de d^veloppement dconomique et social 
en Espagne: description et Evaluation dune e:i^rience. Rev. Tiers Monde, 
Oct.-Dee. 1967. 

DeFeuce, F. Soviet distribution policy. Riv. Intemaz. di Sci. Econ. e Com., 
June 19^, pp. 573-85. 

DE Figueroa Martinez, E. Les rEformes des structures dans la dynamique du 
dEveloppement. Rev. Tiers Monde, Oct-Dec. 1967. 

Fernandez Diaz, A. Vers une formulation EconomEtrique dv Plan. Rev. Tiers 
Monde, Oct.-Dec 1967. 

FErEANU, G. Coordonate ale perfectionarii fonnelor organizatorice In cooperatia 
do consum. (Improving the organisational forms in consumption cooperatives. 
With English summary.) Comertul Modem, Jan. 1968, pp. 34-37. 

Forns, J. J. La rEforme nscale et la politique monEfaire d la lumiEre du premier 
Plan. Rev. Tiers Monde, Oct.-Dec 1967 

Gordon, S. Why does Marxian exploitation theory require a labor theory of value? 
Jour. Pol. Econ,, Jan.-Feb. 1968, pp. 137-40. 

IIaavisto, K. Kokonaistaloudellinen suunnittelu ja talousprosessi. (Economic 
planning and economic process. With English summary.) Liiketaloudellinen 
Aikakauskirja, 1968,17(lJ, pp. 64-76. 

Hendriksson, a. a new economic system for defence. Skandinav. Bank Quart 
Rev., 1968, (1), pp. 6-11. 

Holesovsky, V. Planning reforms in Czechoslovakia. Soviet Stud., April 1968, 
pp. 544-56. 

Khan, A. H. and MacEwan, A. A multisectoral analysis of capital requirements 
for development planning in Pakistan. Pakistan Develop. Rev., winter 1967, 
pp. 445-84. 

Lasciak, a. The optimum hnear model of the growth of the national economy. 
Czech. Econ. Papers, 1968, (10), pp. 85-105. 

Michel, B. La rEforme Economique en TchEcoslovaquie. Cahiers de IT.S.E.A., 
March 1967, G, pp. 121-46. 

NICULE.SCU, E. Probleme ale planului pe 1968. (Problems of the 1968 plan. With 
English siumnary.) Comerriil Modem, Jan. 1968, pp. 11-15. 

Papi, U. Ideas generales para un Plan de Desanollo. De Economia, Jan.-March 
1968, pp. 113-30. 

Peston, M. H. Criteri di efBcienza nell'econoinia mista. (With English summary.) 
Riv. Intemaz. di Sci. Econ. e Com., April 1968, pp. 325-39. 

RvbAEkova, J. The price mechanism in the development of economic theor\' of 
socialism. Czech. Econ. Papers, 1968, (10), pp. 107-13. 
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RvcaiETNa; L. and ICin, O. Optimal central planning in "competitive soludon." 
Czech. Econ. Papers, 1968, (10), pp. 29-46. 

Sarni, B. S. Sophistry, strate^ ana suspensory in planning economic develop¬ 
ment. So. Afr. Jour. Econ., March 1968, pp. 45-57. 

Sekebka, B. and Tyfolt, }. The method used in the overall reform of wholesale 
prices in Czechoslovakia. Czech. Econ. Papers, 1968, (10), pp. 47-57. 

SuABEZ, M. La t^orme agralre comme base du d4veIoppement 4conomique en 
Espagne. Rev. Tiers Monde, Oct.-Dec. 1967. 

Toman, ]., Goldmann, J. and Fee*, J. "Conjunctural research" in a socialist 
economy. Czech. Econ. Papers, 1968, (10), pp. 19-27. 

Tbotman-Dickinson, D. Programmazione e svuuppo regionale nel Regno Unito. 
Rassegna Econ., March-April 1968, pp. 271-96. 

WHEEijai, C. S. 50 years of economic competition between capitalism and so¬ 
cialism. Czech. Econ. Papers, 1968, (10), pp. 7-17. 



Business Fluctuations 


Chow, G. C. The Acceleration Principle and the Nature of Business 

Cycles. 

A formulation of the acceleration principle is presented, together 
with supporting evidence. Without an acceleration equation, a non¬ 
stochastic system of linear demand fimctions (obeying simple dis¬ 
tributed lags) for different components of national product is shown 
to have only real and positive roots, and, therefore, cannot generate 
prolonged oscillations. 

However, with random shocks introduced, complex roots are nei¬ 
ther necessary nor sufficient for producing peaks in the spectral den¬ 
sities of the time series. Thus, random shocks can modify substan¬ 
tially conclusions derived from deterministic business cycle theory. 
To ascertain the nature of economic fluctuations, analysis of the 
spectral densities implicit in an econometric model is suggested, 
rather than direct spectral analyses of economic data without a 
model. Quart. Jour. Econ., Aug. 1968, 82(3), English. IBM, York- 
town Heights, New York 


Ehklich, O. H. Inflation in the United States. 

Theoretically founded economic policy decided to fight the 
1960-61 recession, not with conventional anticyclical measures, but 
by tackling it as a growth problem. The program provided for the 
rerouting of parts of the national income into investment in plant 
and equipment. As a result, GNP was expected to rise. This would 
enable the Government to eliminate the “fiscal drag” through "fiscal 
dividends.” Eventually the quarter trillion “gap” between actual and 
potential GNP would disappear and maximum employment be 
reached. This part of the program was fulfilled according to plan. 

Long before the possibility of inflation was envisaged, guideposts 
were issued to forefend it. But here the theoretical foundation was 
rather frail and success was only modest. The common-place truth 
that price stability is secured when each factor of production re¬ 
ceives the equivalent of its productive contribution is a generality. 
Refinements to make the guidepost suit varying circumstances were 
missed, with regard to the interpretation of productivity, with re- 
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gard to rising cost of living, and with regard to the realities of the 
capitalist economy. When violations of the rigid guideposts became 
inevitable, drastic monetary policy successfully erected barriers 
against the progress of inflation. 

No tangible success, however, has yet been scored in resolving the 
perennial paradox of a liquidity problem in the balance of payments 
contiguous with an international investment position where assets 
are twice as large as liabilities. This absurd situation appears to dis¬ 
guise the unpleasant truth that no unilateral action of the United 
States, but only international cooperation, will be able to cope with 
the underlying problem of international liquidity. Weltwirtschaft. 
Archiv, June 1968, 100(2), pp. 226-55 (English). New York Univer¬ 
sity 


Maitiikh s, R. C. O. Wliy Has Britain Had Full Employment Since 

the W’ar? 

The level of unemployment in Great Britain since World War II 
has averaged 1.8 per cent, compared with about lOJ* per cent in the 
mter-war period and 4)* per cent before 1914. The paper considers 
the reasons for this change and in particular how far it is due to 
government policy. As compared with the inter-war period, there 
lias obviously been a reduction in Keynesian excess supply in the 
goods market and hence in the labour market. This caimot have 
been due directly to fiscal policy, since there has been an unprece¬ 
dentedly large budget surplus throughout the post-war period. The 
foreign trade balance has contributed, but the rise in investment has 
been the paramount factor. Evidence is considered bearing on the 
question whether the latter has been due to a rise in the demand 
schedule for investment, and hence is comparable to a traditional 
cyclical boom, or whether it has been due to a shift in the supply 
schedule, i.e. increased willingness to do investment at any given ex¬ 
pected rate of return. It is concluded that the former hypothesis can¬ 
not be ruled out. The comparison with before 1914 raises different 
considerations. Unemployment of labour at that time was probably 
largely non-Keynesian, reflecting insuflicient supply of the co-operat¬ 
ing factor capital, rather than insufficient demand for goods. Such 
unemployment tends to diminish as development proceeds and capi¬ 
tal accumulates. But the trend for labour to become more scarce rel¬ 
atively to capital was concealed in the inter-war period by abnormal 



Subjects 887 

general demand deficiency. In the post-war period there was thus 
for the first time neither unemployment of the kind associated with 
incomplete development nor large-scale demand deficiency. The two 
effects have reinforced each other, because the scarcity of labour 
relative to capital has made employers less prone to lay off labour in 
face of short-term reductions in demand. Econ. Jour., Sept. 1968, 
English. 


Minami, R. The Turning Point in the Japanese Economy. 

Through statistical examination of agricultural development since 
1870 or 1880, the following conclusions were obtained; (1) Both the 
marginal productivity of labor and the real wage rate in the subsis¬ 
tence sector showed a slight increase before and large increases 
after the end of World War II. (2) The correlation between them 
was quite close for the latter period. (3) The large increase in labor 
productivity in the postwar years was the result of accelerated shifts 
in the productivity schedule and unprecedented declines in the 
number of laborers in this sector. The former were caused by the 
increase in inputs other than labor, and/or technological progress. 
The latter were due to accelerated shifts of labor out of this sector. 
These shifts were motivated by a large increase in the demand for 
labor in the capitalist sector. (4) The supply elasticity of labor from 
the subsistence to the capitalist sector, roughly estimated, appears to 
have declined sharply in the postwar years. These results show that 
the turning point, as established by Levsds, was reached sometime 
during the postwar years. This conclusion is not consistent with that 
of Fei and Ranis, or that of Jorgenson. Fei and Ranis proposed a 
1918 turning point hypothesis, based on findings of capital shallow¬ 
ing in nonagriculture before 1918, and of a large increase in the real 
wage rate in manufacturing around 1918. However, the newly esti¬ 
mated capital-labor ratio shows a steady increase, both before and 
after 1918. Furthermore, a change in the manufacturing wage rate 
does not give any evidence for dating the turning point, because this 
wage series includes both unskilled and skilled laborers, and the 
wage differential between them increased in the 1920s. Jorgenson 
asserted nonexistence of unlimited supplies of labor before 1917 
through statistical tests based on criteria introduced from his theory 
of economic development. However, these criteria are not useful be¬ 
cause his theory depends on the particular assumption of a Cobb- 
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Douglas production function with neutral technological progress. 
Quart. Jour. Econ., Aug. 1968, 82(3), English. Hitotsubashi Univer¬ 
sity, Tokyo,Japan 


Steklkb, H. O. An Evaluation of Quarterly Judgmental Economic 

Forecasts. 

This paper evaluates several sets of economic forecasts which 
were generated by judgmental procedures. It explicitly examines the 
accuracy of quarterly projections and takes account of data revi¬ 
sions. The relationship between the size of the forecast errors and 
the length of the lead with which the forecasts were made is exam¬ 
ined. 

The results indicate that the forecasts made with short leads are 
more accurate than the longer lead predictions, but the accuracy of 
the forecast is not systematically related to the length of the lead. 
All the forecasters out-performed naive standards, but they had dif¬ 
ficulty in predicting and recognizing cyclical declines. Jour. Busi¬ 
ness, July 1968, 41(3), pp. 329-39 (English). State University of 
New York, Stony Brook 


Stf.klfh, H. O. Forecasting the GNP Price Deflator. 

This paper develops an equation which is designed to forecast 
changes in the implicit GNP price deflator. Since it is a forecasting 
equation, an anticipatory variable is included and all of the inde¬ 
pendent variables are lagged. The equation explains a very large 
percentage of the quarterly movements in the deflator; the forecasts 
for the sample period and for the 13 quarters (1965-19681) beyond 
the period of fit are examined. The ex post forecasts approximated 
the actual movements for the post sample period. Jour. Business, 
Oct. 1968, 41(4), English. State University of New York, Stony Brook 

Sturc, E. Stabihzation Policies: Experience of Some European 

Countries in the 1950’s. 

The article describes the International Monetary Fund’s experi¬ 
ences of working in Austria, Finland, and Turkey toward the goals 
of eliminating inflation, establishing domestic financial stability, set¬ 
ting realistic exchange policies, and, thus, laying the basis for eco- 
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nomic growth. Although the origins of inflation, described in detail 
in the article, were specific to each country, they had one common 
feature: inflation persisted because important segments of the popu¬ 
lation felt that the existing policies made possible the achievement 
of their social objectives. Once the stage was reached when all im¬ 
portant segments of society realized that they could not gain from 
inflation, the political will to support a policy of stabilization 
emerged. To ensure the success of such a policy, the period of read¬ 
justment and the necessary transfer of resources (supported by ex¬ 
ternal aid from other countries and international institutions) must 
not take too long, lest the political will to pursue the goals of stabili¬ 
zation is dissipated. A key aspect of the stabilization programs was 
far-reaching changes in fiscal policies to eliminate or at least to sub¬ 
stantially reduce recourse to bank financing. In this way a basis was 
laid for adequate financing of the nongovernment sector without re- 
emergence of inflation. Equally important was the redirection of re¬ 
sources from tlie domestic to the external sector, which was greatly 
facilitated by the maintenance of a realistic exchange rate. Inter. 
Mon. Fund Staff Papers, July 1968, 15(2), pp. 197-219 (English— 
summaries in French & Spanish). International Monetary Fund 

MAHTraENA-MANTEL, A. M. A model of economic fluctuations. Yale Econ. Essays, 
spring 1968, pp, 88-151. 

Minoguchi, T. Structural factors causing present-day inflation. Hitotsubashi 
Jour. Econ., June 1968, pp. 64-75, 

Nisbet, J. W. Effetti deirinnazione e deU’imposizione sul capitale e sui profitti 
nel Regno Unito. (With English summary.) Riv. Intemaz. di Sci. Econ. c Com., 
April 1968, pp. 301-24. 

Obrecht, J. Gole de consommation et conjoncture. Rev. Econ,, July 1968, pp. 
674-92. 

Tamagna, F. M. L'economia degli Stall Unit! nel 1967: un andamento incerto. 

CWith English summary.) Risparmio, April 1968, pp. 579-604. 

Tanner, J. E. and Bonomo, V. Gold, capi^ flows, and long swings in American 
business activity. Jour. Pol. Econ., Jan.-Feb. 1968, pp. 44-52. 

Den donske pkonomiske situation. 0kon. og Pol., 1967, 41(4), pp. 450-55. 

Den danske 0konamlske situation. 0kon. m Pol., 1968, 42(1), jm. 95-113. 

Den Internationale 0konomiske situation, ^on. og Pol., 1967, 41(4), pp. 432-49. 
Den intemationale pkonomiske situation. 0kon. og Pol., 1968, 42(1), pp, 80-94. 
Stabilization policies: experience of some European countries in the 1950’s. 
Internal. Mon. Fund Staff Papers, July 1968, pp. 197-219. 



Money, Credit, and Banking; Monetary Policy; Consumer 
Finance; Mortgage Credit 

Adekunle, J. O. The Demand for Money: Evidence from Developed 

and Less Developed Economies. 

This .study examines the implications for the behavior of the de¬ 
mand for money of the structural and other differences between de¬ 
veloped and less developed economies. The demand-for-money rela¬ 
tionship specified allows for noastatic expectations with respect both 
to income and to tlie rate of change in prices. Thus, desired real bal¬ 
ances are related to “expected” real income, current rate of interest, 
and “expected” rate of change in prices. An adaptive expectation 
model that permits direct investigation of the manner in which ex¬ 
pectations are formed is u.sed to relate the expected variables to ob¬ 
servables. A priori considerations suggest certain differences be¬ 
tween developed and less developed economies in the behavior of 
the specified relationship. 

Empirical insights into these differences were sought by analyzing 
the data for 18 countries. The 18 countries studied were grouped 
into three economic environments—industrial, other developed, and 
less developed—and the data for each group were pooled Tlie find¬ 
ings suggest that, while there is wude room for generalization about 
desired money holdings, there are differences in the form of the de¬ 
mand-for-money function that can be appropriately applied to each 
economic environment. The lags in the formation of expectation 
with respect to income and to the rate of change in prices are found 
to be shorter, the less developed the environment. For the less de¬ 
veloped group, the income expectation elasticity was found to be 
near unity. While there appears to be no significant substitution be¬ 
tween money holdings and real assets in the industrial countries, this 
substitution seems to be important in the less developed countries. 
The income elasticities estimated for the different groups are not 
significantly different from unity. Inter. Mon. Fund Staff Papers, 
July 1968, 15(2) pp. 220-66 (English—Summaries in French & Span¬ 
ish). International Monetary Fund 
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Bhunneh, K. and Meltzkh, a. H. Liquidity Traps for Money, Bank 

Credit, and Interest Rates. 

Few propositions have had as much influence on economists’ be¬ 
liefs about monetary theory and policy as the notion that changes in 
market interest rates, real output and prices became independent of 
changes in monetary policy during the thirties. The failure—or in 
more qualified versions the “potential failure”—of monetary policy is 
alleged to have resulted from some land of liquidity trap. Although 
statements to this effect have been made and repeated frequently 
and are now found in many textbooks, there has been very little 
analysis of the conditions under which liquidity traps occiu. 

On examination, we find not one but many different liquidity 
traps. Some statements about a trap are propositions about die de¬ 
mand for money; others are propositions about the banks’ demand 
for excess reserves, the stock of money, the banks’ demand for earn¬ 
ing assets, or the public’s supply of earning assets to banks. In the 
paper, we develop a framework that permits us to separate the var¬ 
ious traps and to derive the necessary and/or sufficient conditions for 
the occurence of most of the traps discussed in the literature. 

The necessary and sufficient conditions are of two main types. 
Many of the traps cannot occur unless absurd conditions are met. 
For example, the trap affecting interest rates and the demand func¬ 
tion for money is one of several that becomes possible only if the 
monetary base is zero. The occurrence of other traps depends on the 
sign or value of a particular parameter. The empirical estimates in 
the paper suggest that these traps, too, have not occurred. 

The paper also extends our earlier work on the theory of money to 
incorporate the market for bank credit and the determination of 
market interest rates. Empirical estimates for some of the principal 
parameters are given, and the hypothesis is used to separate the ef¬ 
fects on interest rates of changes in real, financial and policy vari¬ 
ables. Jour. Pol. Econ., Jan.-Feb. 1968, 76(1), pp. 1-37 (English). 
Ohio State University and Camegie-Mellon University 


Checkland, S. G. Banking History and Economic Development: 
Seven Systems. 

Professor Rondo Cameron’s book ‘Banking in the Early Stages of 
Industrialization’, 1967, is taken as the starting point for a discussion 
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of the evolution of banking systems and the evaluation of their per¬ 
formance. llu* cases of England, Scotland, France, Belgium, Russia 
and Japan are considered. The structure and functions of each sys¬ 
tem must be studied in terms of the peculiar needs of the economy 
and society of which it is a part. The dgree and form of state inter¬ 
vention, one of the most important aspects, will be thus determined. 
The conditions of evolution of the ‘first industrial revolution' syn¬ 
drome in banking, that of England and Scotland, were highly pecu¬ 
liar, and still affect banking organization and outlook. TTiere were 
significant differences between England and Scotland, though these 
arc not altogether as Cameron describes them. The remaining five 
systems discussed all developed within economies in which the state 
either after an initial phase in which considerations of stability out¬ 
weighed those of growth (as in the French and Prussian cases), or 
from the outset (Russia and Japan), intervened directly in the spon¬ 
sorship and manipulation of the banking system. All these countries 
sought to combine state sponsorship and private initiative in bank¬ 
ing to accelerate the growth of output. All did so in terms of the 
paiticular ph.ise of economic development then pertaining, both 
within itself and in other countries from which capital and technol¬ 
ogy could be borrowed. 

Many of the diflBcult issues that arise in attempting comparative 
studje.s of the growth of institutions are exemplified in banking his¬ 
tory. It does not seem possible to resolve them by constructing 
quantitative tests (for example, the ratio of bank assets to national 
income) for these are too crude to be an adequate basis for evaluat¬ 
ing one system against another. Scottish Jour. Pol. Econ., June 1968, 
75(2), pp. 144-66 (English). University of Glasgow, UK 


CnoucH, R. L. Money Supply Theory and the United Kingdom’s 

Monetary Contraction, 1954-56. 

The forces dominating the money supply generating process in 
the United Kingdom still appear to be in dispute. The present au¬ 
thor has argued that control of the supply of cash is both necessary 
and sufiBcient to provide control of bank deposits. This is the “ortho¬ 
dox” position. The “new-orthodox,” on the other hand, deny these 
propositions. They argue that there is a strong, positive, causal rela¬ 
tionship between the supply of treasury bills and the supply of bank 
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deposits. Thus, “new-orthodox” methods of monetary control call for 
manipulation of the supply of treasury bills. 

This paper takes a specific monetary episode in the United King¬ 
dom’s post-war experience and examines it in detail in the light of 
these two alternative hypotheses. The period studied is that between 
December 1954 and Jrme 1956 when there was a decrease in the 
United Kingdom’s money stock of 1.36 per cent. 

By “orthodox” criteria, the decrease in the money supply observed 
in this period is the unambiguous outcome of a marked rise in the 
public’s relative demand for currency (a classical cash drain) which 
was not offset by suflBcient additional high-powered assets being 
pumped into the system. The “orthodox” hypothesis is completely 
corroborated by the observed facts. Examination of other periods indi¬ 
cates that the public’s currency behavior has been a dominant factor 
in the United Kingdom’s post-war monetary experience on other oc¬ 
casions. It is far from the “unimportant nicety” others would have us 
believe it is. 

In the final section the “new-orthodox” hypothesis is confronted 
with the same facts. An unambiguous refutation is observed. Buff. 
Oxford Inst. Econ., May 1968, 30(2), pp. 143-52 (English). Univer¬ 
sity of California, Santa Barbara 

Davidson, P. Money, Portfolio Balance, Capital Accumulation and 

Economic Growth. 

Many growth models, whether they be of the Harrodian, Keyne- 
sian-Kaldor, or Solow-Swan type, ignore, or at least minimize, the 
role of the money supply in the process of accumulation and eco¬ 
nomic growth. With most Keynesian growth theorists emphasizing 
primarily the real (supply) aspects of growth, study of the financial 
requirements for growth have been left to essentially non-Keynesian 
scholars, such as members of the Chicago school. Although these lat¬ 
ter authors have done an admirable job of reviving academic inter¬ 
est in the role of the supply of money in the economy, there has 
been little success in developing a theory of capital accumulation 
and growth which utilizes both the Keynesian marginal efficiency 
and liquidity preference concepts. The model developed in this 
paper attempts to analyze the financial requirements for growth 
within the context of a Keynesian system, which permits indepen- 
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dent savings,, investment, and liquidity preference functions and it 
does not make full employment a precondtion of the analysis. 

'Fhe first part of the paper is devoted to a critical analysis of To¬ 
bin’s 1965 attempt to relate money to growth. It is demonstrated 
that Tobin’s model is defective in that it omits the construction of an 
explicit demand for capital schedule by entrepreneurs which can be 
formulated independently of the savings propensities of households. 
Instead Tobin relies upon Say’s law assumption of full employment. 

The second part of the paper provides a simple model of accumu¬ 
lation which specifically takes account of the stock and flow ele¬ 
ments in the demand and supply of (1) real capital and (2) securi¬ 
ties. The model demonstrates that tlie rate of accumulation depends 
on entrepreneurial expectations, finance, depreciation, and the sup¬ 
ply elasticities of the capital goods industries. 

The analysis of the securities market demonstrates the impact of 
the flow-supply of securities on accumulation. Moreover, the impact 
of the second-hand market for securities (organized exchanges) are 
explicitly analyzed in the model. It is the flexibility of the market 
price of securities which permits each household unit to alter its 
portfolio balance decision as often as it desires, while in the aggre¬ 
gate the public holds exactly the quantity of jdacements and money 
which is made available to it. Finally the mechanism which prevents 
expansion because of a shortage of financial facilities (even when 
entrepreneurs and savers might be willing to invest and save respec¬ 
tively the requisite quantities, if the higher income level could be 
reached) is analyzed. In a market-oriented economy, there is no au¬ 
tomatic mechanism which will adjust the rate of capital accumula¬ 
tion to the rate of increase in the effective labor force. Money 
clearly matters in the process of economic growth in a monetary 
economy, but a simple rule can be no substitute for wise manage¬ 
ment of the money supply. Econometrica, Apr. 1968, 36(2), pp. 
291-321 (English). Rutgers—The State University 


Fisheb, D. The Objectives of British Monetary Policy: 1951-1964. 

In recent empirical work, A. A. Walters suggests that the British 
money market might have been chaotic since 1951; in particular, 
Walters fails to find stable demand-for-money functions for the pe¬ 
riod. The present paper, employing a model used on both American 
and Canadian data, suggests that not disorder, but a different ap- 
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proach by the monetary authorities than that presumed by Walters, 
is responsible for the appearance of chaos. 

The model employed in this paper is a short-run policy reaction 
ftmction which proximately measures the objectives of monetary 
policy and the instruments employed to achieve them. With respect 
to the objectives, the only startling finding is the considerable 
amount of unemployment the authorities are willing to permit in 
order to obtain improvements in the balance of payments. With 
reference to the techniques, the results suggest that while the British 
authorities varied interest rates, they did not vary any of the ob¬ 
vious monetary quantities, including the liquid assets ratio, to 
achieve their objectives. If this is so, and the results are quite firm, 
the implication is that the quantity of money in Britain is probably 
determined by demand. The result also implies that in demand-for- 
money functions, money ought to be the dependent variable rather 
than an independent variable, as Walters claims. 

In point of fact, although not reported in this paper, this author 
has found, following the lead just suggested, firm and probably sta¬ 
ble short-run demand-for-money functions for the same period. Jour. 
Finance, Dec. 1968, 23(5), English. 

Hambubger, M. J. Household Demand for Financial Assets. 

This paper investigates the household demand for four financial 
assets; marketable bonds, time and savings deposits at commercial 
banks, life insurance reserves, and savings accounts at other finan¬ 
cial institutions—credit unions, savings and loan associations, and 
mutual savings banks. The focus of the analysis is on the substitu- 
ion relationships among liquid assets, and between these assets and 
marketable securities. The explanatory variables used in the study 
are: income, wealth, and the yields on various assets included in 
household portfolios. Econometrica, Jan. 1968, 36(1), pp. 97-118 
(English). Federal Reserve Bank of New York 

Mtt f.t.fb , H. The Effect of Time Lags on the Efficiency of the Mone¬ 
tary and Credit Policy of the German Federal Republic. 

The present analysis has been undertaken in order to show the 
economic consequences of time lags in German monetary and credit 
policy. The author distinguishes between lags in the carrying 
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through of measures taken, and lags in their producing the desired 
effect. The lag in the carrying through would seem to be of at least 
three months. Tire minimum lag in affecting actual demand appears 
to be of about six months, whereas the balance of payments is af¬ 
fected within a shorter time lag. These results suggest that monetary 
and credit policy measures hardly constitute a reliable means of eco¬ 
nomic stabilization, since the carrying through of measures and their 
taking effect adds up to a total time lag of at least nine months. 
Viewing monetary and credit policy measmes as instruments of bal¬ 
ance of payments policy, the picture is a more satisfactory one. Wel- 
tuArthchaft. Archiv, June 1968, 100(2), pp. 272-87 (German). Insitut 
fiir Weltwirtschaft, Kiel 


Peltzman, S. Bank Stock Prices and the Effects of Regulation of the 

Banking Structure. 

Cun ent values of bank revenues, costs, profits, etc, are frequently 
employed to measure the effects of bank structure regulation on 
bank performance. However, permanent or capitalized values are 
more relevant for such purposes. This article analyzes the effects of 
bank structure regulation on the capitalized value of expected prof¬ 
its in banking, i.e. bank stock prices. A stock valuation model, which 
incorporates the effects of regulation, is developed and estimated. It 
is found that legal restrictions on the interregional mobility of bank 
capital result in significant regional differences in bank stock prices. 
This effect is more pronounced on small banks, since they cannot 
easily serve distant markets. The data imply that there are signifi¬ 
cant economies of scale in banking, especially for small banks. These 
results are then used to measure the welfare effects of restrictions on 
tfie mobility of capital within the banking industry. The regional 
differences in stock prices imply an inefficient geographic allocation 
of capital whose capitalized cost is estimated at several hundred mil¬ 
lion dollars. Intraregional and interregional branching restrictions 
prevent the banking system from realizing scale economies with a 
capitalized value estimated at .several billion dollars. 

Some effects of the recent period of relaxed entry restriction 
(1962-65) are analyzed. Continually free entry would eliminate geo¬ 
graphic differences in capital values; four years of “almost free” 
entry resulted in a measurable narrowing of such differences. This 
entry-induced effect, while small on average, was substantial in a 



Subjects 897 

few areas, particularly for small banks in those areas. This result 
suggests that, given the alternatives they face, the entry policy 
adopted by federal bank regulatory agencies can be an important 
tool in promoting a more eflBcient regional allocation of bank capital. 
Jour. Business, Oct. 1968, 41(4), English. University of California, 
Los Angeles, USA 

Poole, W. Commercial Bank Reserve Management In a Stocliastic 

Model: Implications for Monetary Policy. 

In order to understand the simultaneous existence in the banking 
system of excess reserves and borrowing from the central bank it is 
necessary to analyze commercial bank reserve management under 
uncertainty. The analysis is performed within a simple stochastic in¬ 
ventory model of reserve management, with emphasis on the signifi¬ 
cance for monetary policy of movements in short-term interest rates 
and in the levels of bank borrowings and excess reserves. 

It is shown that stochastic reserve flows within the banking system 
will affect the excess reserves or borrowings of individual banks but 
will not affect the level of free reserves for tlie system as a whole, 
while reserve flows into or out of the banking system will affect the 
system’s level of free reserves. Furthermore, it is shown that the 
mean level of free reserves is a function of the ratio of the short¬ 
term interest rate to the discount rate. An actual level of free re¬ 
serves less than the mean level appropriate to the prevailing interest 
rate ratio can be expected, other things equal, to produce a future 
contraction of deposits and/or increase in short-term interest rates, 
and vice versa for an actual level of free reserves greater than the 
mean level. Jour. Finance, Dec. 1968, 23(5), English. The Johns 
Hopkins University, USA 


Phasad, K. The Impact of Money Supply on the Price Level and the 
Rate of Interest in India, 1950-51 to 1961-62. 

The paper attempts to examine the monetary experience of India 
during the period 1950-51 to 1961-62 in order to find out the way 
(or ways) in which money .supply has affected the price level and 
the rate of interest. The analytical framework developed for this 
purpose has been derived from the asset preference theories of 
money. But the coverage of assets is not confined to money and 
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bonds only as usually assumed in such theories. A strong case has 
been made for the inclusion of stock of commodities as an important 
asset in a country like India. The problem of asset choice involving 
the three categories of assets, namely money, securities and com¬ 
modities, is then analysed with the help of the technique of the gen¬ 
eral equilibrium theory. The conclusion that emerges is that a 
change in money supply produces a direct and simultaneous effect 
both on the price level and on the rate of interest. 

The Indian monetary experience is then examined in the light of 
the theoretical approach developed above with the help of appropri¬ 
ate econometric methods. The econometric analysis shows that the 
supply of money has affected the price level and the rate of interest 
in India during the relevant period through its role as an asset via 
the composition of assets. Money supply comes out to be a signifi¬ 
cant factor in affecting both the price level and the rate of interest 
even when account is taken of other relevant factors. A rise in 
money supply by 1 per cent above its trends seems to have raised 
the price level by about 1.2 per cent and lowered the rate of interest 
on government securities by 1.1 per cent and that on time deposits 
by 2.5 per cent. Money supply, of course, does not come out to be 
the only significant factor in this connection. Yorkshire Bull. Econ. 
Soc. liesearch. May 1988, 20(1), (English). Indian Institute of 
Technology, Kanpur 


Ruffin, R. J. An Econometric Model of the Impact of Open Market 

Operations on Various Bank Classes. 

This paper develops an econometric model, based on traditional 
banking theory, to determine the short-run impacts of open market 
operations on various bank classes and to detect the main mecha¬ 
nism by which the effects of such operations are transmitted beyond 
the money market banks. Tie short run impacts were estimated for 
New York City, Chicago, resen'e city, and country banks, with the 
first two being classed as money market banks and the latter two as 
nonmoney market banks. It was discovered that the one-month or 
short-run impacts on nonmoney market banks are substantial—for 
example, 67 per cent of the total impact on country banks takes 
place within one month—and that the deposit expansion-contraction 
mechanism is extremely important in the subsequent redistribution 
of reserves. Furthermore, the model predicts deposit shares that cor- 
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respond to actual deposit shares and can be used to estimate interre¬ 
gional reserve flows. It was concluded that reserve requirement 
changes should not be preferred to open market operations simply 
because of the desire to control all banks within a reasonable period. 
Jour. Finance, Sept. 1968, 23(4) English. Washington State Univer¬ 
sity, USA 


Sdralevich, a. M. The Interrelationships of the Italian Financial 

System {Le interdipendenze del sistema jinanziario italiano). 

This is the first part of a research which aims at a comprehensive 
study of the financial interrelationships of the Italian economy, and 
of the relations existing between the system of financial flows and 
the system of real flows. 

It is assumed tlvat beside the concept of “composition” of port¬ 
folio assets (according to their degree of liquidity), one can signifi¬ 
cantly introduce the concept of “structure” of the assets—according 
to the kind of debtor. 

The two classifications, within certain limits, are independent, 
since the composition may be changed (e.g. responding to a change 
of tlie relative rates of return) without any change in the structure. 
This concept, once extended from stocks to flows of assets, makes it 
possible to derive a matrix of the uses of funds from the data sup¬ 
plied by the Banca dltalia. If the coefficients which describe the 
structure of the assets acquired by each agent are reasonably stable 
over time, one can speak of a structure of the uses of funds for the 
system as a whole. Then one can add to the “intermediate” uses of 
funds (which form the square matrix) the sources of funds (current 
saving, foreign funds) and the uses of funds (gross investments, 
purchases of assets abroad)—in order to establish a link between 
financial flows and the system of real flows. 

These basic concepts introduced, the Author discusses three main 
problems: a) the meaning and the limits of an input-output 
approach to the analysis of financial flows; b) the construction of 
“tables” and of “matrices” of the financial interrelationships of the 
Italian economy for the years 1964, 1965, 1966; c) the stability of 
the coefiicients computed for the same years. 

The agents considered are: Households, Banking, Government, 
Business Sector (and the Rest of the World, outside the matrix). 
Vlndustria, Apr.-June 1968, 2, pp. 147-78 (Italian). 
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Taylor, C. T. Average Interest Charges, the Loan mix, and Meas¬ 
ures of Competition: Sixth Federal JReserve District Experience. 

There is a structure of loan rates within individual banks and 
throughout the banking system that is related to the size and types 
of loans. Thus, it would be expected that the average rate of gross 
earnings on total loans at an individual bank would be influenced by 
the extent to which the loan mix is concentrated toward loans yield- 
ing high or low rates of return. Moreover, at least part of the differ¬ 
ences in gross average rates on total loans between banks could re¬ 
sult from differences in their loan mixes. 

Because gross rates of earnings on total loans are the only interest 
rate data available for all commercial banks, they have been used in 
sevei al studies during recent years that have attempted to discover 
relationships between rates charged and competition in local bank¬ 
ing markets. No account has been taken in these studies of the loan 
mix. Diffeient studies have produced contradictory results. 

By applying multiple regression and analysis of variance tech¬ 
niques to data for 1,315 insured banks in the Sixth Federal Reserve 
District, it was discovered that differences in average rates on total 
loans were significantly related to differences in the loan mix. More¬ 
over, after account was taken of the loan mix, no significant relation¬ 
ship between average rates and commonly used measures of compe¬ 
tition was found to exist. On the other hand, a significant relation¬ 
ship was discovered—even after account was taken of the loan mix— 
between average rates and measures not commonly used to indicate 
competitiveness, such as type of charter and geographic location. 

It is suggested that results of studies measuring the effect of 
competition by using gross data without considering the types of 
loans may be inconclusive. Jour. Finance, Dec. 1968, 23(5), English. 
Federal Reserve Bank of Atlanta, USA 


Zahembxa, P. Functional Form in the Demand for Money. 

A general functional form of a single equation, multi-variable 
hypothesis is considered for which the Hnear and logarithmic func¬ 
tional forms are special cases. The general functional form is a power 
transformation of each of the variables—each variable is raised to a 
X power. This functional form can be estimated using tlie maximum 
likelihood method: the value of the likelihood is calculated for differ¬ 
ent X from a linear regression of the transformed dependent variable 



Subjects 901 

on the transformed independent variables, and the maximized log 
likelihood is obtained over the parameter space. A confidence region 
for X can also be obtained. 

This functional form is estimated for the demand for money. Real 
money demand is specified to be a function of real current income 
and a short-term interest rate. The empirical evidence suggests that 
the logarithmic functional form is appropriate for money defined as 
currency plus demand deposits. For money stock defined to also in¬ 
clude time deposits, neither the linear nor logarithmic form seems 
appropriate. The estimates of X are insensitive to exj^ansion of the 
model explaining money demand, but functional form is important 
for discrimination among alternative hypotheses. Jour. Am. Stat. 
Assoc., June 1968, 63, English. University of California, Berkeley, 
USA 

Alviar, M. V. Cooperative banking in the Philippines. Philippine Jour. Bus. 
and Fin., May 1968, pp. 314-40. 

Binswancer, H. C. and Bbodmann, W. Die Auswirkungen eines schweizerischen 
EWC-Beitritts auf Produzenten, Konsumenten und Staatshaushalt tm Agrar- 
scktor der schweizerischen Volkswlrtschaft. Aussenwirtschaft, March 1968, 
pp. 87-112. 

Bonnet, J.-M. Etude des taux d’intArSt en France de 1959 a 1964; La remunera¬ 
tion des placements—analyse des taux des emprunts des intenn4diaires finan¬ 
ciers. Rev. Econ , March 1968, pp. 302-30. 

De Dios, R. A. Risk and insurance management in banking. Philippine Jour. 
Bus. and Fin., May 1968, pp. 308-13. 

Dell’Amore, G. Le funzioni delle banche centrali. (With English summary.) 
Kisparmio, May 1968, pp. 753-846. 

Guglibxmi, G. Recent! svuuppi della teoria monetaria e oporazdoni di mercato 
aperto. (With English summary.) Riv. Intemaz. di Sci. Econ. e Com., April 
1968, pp. 362-84. 

Gujarati, D. The demand for money in India. Jour. Develop. Stud., Oct. 1968. 
Kbul, N. G. Thailandia; una Cas.sa di Rispannio in una economia in via di 
rapido sviluppo. (With English summary.) Rispannio, April 1968, pp. 621-55. 
Labia, N. A. Tne rate of inflation: an integration of real and monetary factors. 

So. Afr. Jour. Econ., March 1968, pp. 58-68. 

Messuti, D. J. El sistema financiero y el crecimient econdmico. El sistema 
financiero y el crecimiento ccondmico. Trimestre Econ., July-Sept. 1968, pp. 
517-38. 

Milder, M. H. and Orb, D. The demand for money by firms: extension of analy¬ 
tic results. Jour. Finance, Dec. 1968. 

Pin, a. Tesoro e mercato del credito in Italia. Aspetti istituzionali. (With Eng¬ 
lish summary.) Risparmio, April 1968, pp. 605-20. 

ScHWEGLER, W. Die Regelung des schweizerischen Gelduralaufes durch die 
Schweizerische Nationiubank. Aussenwirtschaft, March 1968, pp. 55-86. 
Tbuu, M. L. Commercial bank deposit expansion in South Africa. So. Afr. Jour. 
Econ., June 1968, pp. 104-42. 

The demand for money: evidence from developed and less developed countries. 
Intomat. Mon. Fund Staff Papers, July 1968, pp. 220-66. 



Public Finance; Fiscal Policy 

‘\ujiN, P. S. AND Stein, B. Tlie Constrained Demand for Public As- 

sistemcp. 

Public assistance is treated here as a transaction with a demand 
and a supply side. The theory of demand is explored under a hypo¬ 
thetical condition of free choice to individuals between wage in¬ 
come and relief income. Then, more realistic situations are examined 
m Avhich able-lx)died individuals are required to seek work if work 
is available at some social minimum wage rate. The work require¬ 
ment is treated as one of several existing constraints upon choice. To 
this are added the various disutilities that, in effect, lower the value 
of relief income to the recipient and further alter his choice. The 
analysis suggests that welfare authorities (the supply side) can and 
do very the constraints and disutilities so as to change the magni¬ 
tude of the demand for public assistance. Administrative behavior, 
then, becomes a variable in the detennination of the number of re¬ 
cipients, serving as a force that equilibrates demand with supply. 
Jour. Human Resources, Summer, 1968,3(3) English. 


Amatong, J. D. Taxation of Capital Gains in Developing Countries. 

The paper surveys the experience of 19 developing countries with 
capital gains taxation and discusses die main features of the tax, in¬ 
cluding the definition of capital assets, the concept of realization, ac¬ 
crual methods, the holding period, the rate structure, and exemp¬ 
tions. Attention is drawn to the fact that though the treatment of 
capital losses is as important as that of capital gains, the former is 
neglected in many countries. 

The composition of capital gains in developing countries differs 
from that in advanced countries; most capital gains in the latter 
arise from sales of securities, whereas capital gains in developing 
countries result from sales of physical assets, particularly real estate. 
In developing countries (1) wealth tends to be concentrated in real 
estate holdings, (2) there is a predominance of foreign-owned cor¬ 
porations whose shares are traded internationally, and (3) bearer 
shares are in widespread use, thus making it difficult to enforce a tax 
on capital gains arising from securities. 
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The high concentration of wealth and relatively low taxation of 
real estate, together with "unearned increments” that accrue to indi¬ 
viduals purely fortuitously as a result of the economic growth of so¬ 
ciety, emphasize the equity of taxing capital gains in developing 
countries. A capital gains tax may also help to curb speculation, 
especially in real estate, and to discourage investments which are 
economically unproductive. The possible adverse economic effects of 
a capital gains tax on the supply of savings and on the mobility of 
capital need to be weighed carefully, talciag into account possible 
undesirable effects on the allocation of investment that may occur 
when ordinary income is taxed and capital gains are tax free. 

The yield of reveue from capital gains taxation is low, while the 
administration of the tax is complex and costly. A developing coun¬ 
try will thus need to weigh the merits of such a tax not solely in 
terms of revenue but also for its economic, social, and administrative 
consequences. Inter. Mon. Fund Staff Papers, July 1968, 15(2), pp. 
344-86 (English—Summaries in French & Spanish). International 
Monetary Fund 

Arowolo, E. a. The Taxation of Low Incomes in African Countries. 

The direct taxation of low incomes—referred to as personal taxes 
in African countries—arises partly because of the existence of fairly 
large subsistence sectors, hence the lack of a broad base of taxation, 
and partly because of the pressure to raise revenues in order to pro¬ 
vide basic services and to undertake development projects. The Afri¬ 
can Personal Tax (APT) is a common feature of the taxation sys¬ 
tems m most African countries and takes various forms in the 22 
countries examined. The APT had its origin, particularly in East and 
South Africa, in attempts to stimulate the supply of unskilled Afri¬ 
can labor for plantations and industrial undertakings. In general, 
however, the impact of the levy has been to help in the reallocation 
of resources from the subsistence sector into the money sector either 
through production for the market or through wage employment. 

While the administration of APT differs widely among African 
countries, the observed tendency has been toward improvement and 
uniformity in introducing graduated rates based on income. In 
many countries, the personal tax is administered separately from the 
normal income tax. The paper examines the assessment and collec¬ 
tion procedmes in Tanzania, Nigeria, and Chad. 



904 


Journal of Economic Abstracts 

The varieties of APT make modest contributions to the revenues 
of the central governments and have proved quite effective in tap¬ 
ping the limited revenue potential of the low-income groups. How¬ 
ever, there is a declining trend in the relative importance of reve¬ 
nues from personal taxes resulting partly from the increasing scope 
of income tax proper and partly from the transfer of the power to 
tax low incomes from central to local governments. With the shift 
from flat rates to graduated rates, tax policy has been suitably de¬ 
signed to conform with economic development. The APT has also 
prepared a large majority of Africans for the payment of income tax, 
Inter. Mon. Fund Staff Papers, July 1968, 15(2), pp. 322-43 (En¬ 
glish, summaries in French & Spanish). International Monetary 
Fund 


G0HTZ, E. AND Yndgaahd, E. Tax Schedules and the Burden of Taxa¬ 
tion. 

Tlie aim of the article is to investigate under what conditions al¬ 
terations of direct taxes, due to a general increase in all incomes are 
distnbuted neutrally over all income levels. 

An alteration of the burden of taxation is defined as the case 
where a proportionate increase of all incomes alters the tax propor¬ 
tion (paid taxes, divided by taxable income) by different percent¬ 
ages at different income levels. 

The first case analyzed presupposes that taxes are paid according 
to a tax schedule, constant through time. Neutrality in this case is 
obtained if the above mentioned function has the property tliat the 
ratio of tlie marginal to the average tax proportion, i.e. the elasticity 
of the tax schedule, is constant at all income levels. 

A tax curve, which has an increasing (decreasing) elasticity, is 
said to be accelerating (decelerating) progressive. The decelerating 
progressive tax curve pushes downwards the tax burden relatively 
on lower incomes, the opposite is true in the accelerating progres¬ 
sive case. 

The second more realistic case analyzed, removes the assumption 
of a constant tax function through time. The increase in taxes is de¬ 
composed into one part due to progressivity and another part due to 
shifts in the position of the tax curve. Neutrality is present in this 
case if the proportion between the sum of these two components 
and the taxes paid, is the same for all income levels. 



905 


Subjects 

An empirical study of the Danish taxation system concludes that 
the burden of taxes has been pushed relatively downwards on to 
lower income levels. In spite of shifts in the tax schedule with rela¬ 
tively higher effects for lower incomes the decelerating progressive 
property of the Danish taxation system has dominated the effect of 
shifts. National0kon. Tids., 1967, 105(5-6), pp. 264-82 (Danish). 
University of Aarhus and The Secretariat of The Economic Council, 
Copenhagen 


Green, C. Negative Taxes and Monetary Incentives to Work: The 

Static Theory. 

The note examines how negative income taxation may influence 
incentive to work. The model indicating the income-leisure trade-off 
is u.sed in both graphical and algebraic form. The analysis indicates 
that if both income and leisure are “normal” goods, and if prefer¬ 
ence patterns are not changed as a result of implementation of a 
negative income tax plan, utility maximizing individuals will choose 
to work less in the presence of negative tax payments than in their 
absence. How much less depends on the level of the income guaran¬ 
tee, the negative (marginal) tax rate, and the shape of the utility 
function. Jour. Human Resources, Summer 1988, 3(3) English. 

Hicks, U. K. Autonomous Revenue for Local Government. 

“Autonomous” revenue must usually be interpreted with qualifica¬ 
tion, but it is nevertheless vital for local governments. The three 
leading local taxes of the world are; (i) U.S.-style property tax 
(LPT), (ii) U.K.-style rate on occupation of land and buildings 
(BLR) and (iii) Swedish-type local income tax (LIT), which is the 
most elastic and least regressive, being broadly proportional to in¬ 
come. Contributions are mainly from individuals, based on resi¬ 
dence. It would not be easy to establish it as a major tax in the U.S. 
or U.K. Revenue from both LPT and BLR have proved fairly elastic 
in recent years, but elasticity is really the reflection of urgent expen- 
ditiue demands. 

The base of BLR is current market rents of all hereditaments ex¬ 
cept agricultural land. Permissively it can be assessed on voids as 
well as on occupied property. The base is uniform all over the coun¬ 
try. A slight digression is introduced through graded repairs allow- 
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Alices and by rebate for special cases of hardship. LPT has such a 
variety of practices that it is hard to generalise, but mainly (1) real¬ 
ity is a more important source of revenue than personalty, (2) busi¬ 
ness personalty is of substantial and increasing importance in some 
states. With both LPT and BLR the cninch comes with valuation, 
which needs to be comprehensively revised periodically and is more 
efficient if carried out by a higher level authority, Both LPT and 
BLR penalise improvements. Only a switch to a site value base 
could eliminate this disadvantage. For this, great valuation difficul¬ 
ties are unavoidable in built up areas. By itself a site value tax 
would not raise enough revenue, but it could conceivably be a use¬ 
ful supplement to a major tax. 

The best alternative source of revenue would seem to be some 
species of sales or turnover tax, but this would tend to be more 
regressive than LPT or BLR, and is only suitable for large jurisdic¬ 
tions. Western Econ. Jour., June 1968, 6(3), pp. 117-94 (English). 
Linacre College, Oxford, England 


Hicks, U. K. Current Problems of Federal Finance in Indiana and 

Some Comparisons with Australia. 

In spite of differences in incomes, Australia and India have an un¬ 
expected number of common problems; drought in agriculture, pres¬ 
sure of urban immigration and urge to industrialise. Both are con¬ 
cerned with the disparities of wealth between their States. Further, 
all States are short of funds relative to the federal governments; 
some means of reducing these imbalances has to be devised. 

In India the main method for this purpose is differential grants 
recommended by a Quinquennial Finance Commission. In Australia 
the (permanent) Grants Commission recommends grants to the 
poorer states on the basis of their finances relative to the wealthier 
states, as measured by; (i) a budgetary factor, (ii) a revenue factor 
and (iii) an expenditure factor. In order to determine these the 
Commission has found a way of keeping a watchful eye on state 
budgeting. In India constitutional redistribution is effected by the 
transfer of a proportion of Union tax revenues to the states. State- 
wise this is distributed as to 80 per cent on population and 20 per 
cent on other factors. In fact the richer states receive more than the 
poor. 

These transfers are now dwarfed by grants and loans from the 
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centre on the initiative of the Planning Commission; by contrast 
these are highly redistributional. A similar change has occurred in 
Australia as a result of compensation for the takeover of state in¬ 
come taxes during the war. “Financial Assistance” grants are large 
and steadily expanding. In addition since 1951-52 Specific Purpose 
grants have been made for particular developments. They are for¬ 
mally available to all states, but in practice are somewhat redistribu¬ 
tive. 

A major difference between the two federations is the concentra¬ 
tion of Indian effort on central planning. This has led to severe 
problems of budgetary control in the states. In Australia this prob¬ 
lem is less pressing, partly because of greater knowledge of state 
finances, but mainly because general planning is less used. Public 
Finance, 1968, 23(3) English. Oxford 


Leuthold, J. H. An Empirical Study of Formula Income Transfers 

and the Work Decision of the Poor. 

The problem of estimating the changes in work effort which 
might be expected from tire introduction of one of the new pro¬ 
grams of income maintenance is the focus of this article which re¬ 
ports a study utilizing information on work behavior contained in a 
cross-section sample of low-income workers. By assuming that 
worker preferences are structured in a particular manner, one can 
draw conclusions regarding possible changes in work effort and in¬ 
come. A finding of the study is that a worker’s behavior in response 
to the introduction of a formula transfer program depends critically 
on his response to changes in property income and the wage rate. 
The results indicate that little change in work effort may be ex¬ 
pected on the part of the population as a whole from the introduc¬ 
tion of a low rate formula plan. Jour. Human Resou7ces, Summer 
1968, 3(3) English. 


Lindholm, R. W. Some Value-Added Tax Impacts on tlie Interna¬ 
tional Competitiveness of Producers. 

National tax systems have a considerable impact on the flow of 
goods and capital between nations. This has led to a decision by the 
European Economic Community (EEC) to harmonize Member 
State use of the general excise tax through adoption of a rather uni- 
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form value-added tax (VAT), with substantial rates. Because the 
General Agreement for Tariffs and Trade (GATT) has accepted 
VAT as a consumption tax, the application of the tax on interna¬ 
tional transactions is permitted on the destination principle. 

The eflFect of this combination of elements is to change the inter¬ 
national competitive situation of businesses in nations adopting 
VAT. The businesses located in VAT nations are relieved of the bur¬ 
den of a considerable portion of the costs of their domestic taxes on 
goods exported. Also, producers for the domestic market are helped 
by the application on a base that includes insurance, transportation 
and customs charges, of border tax rates equal to domestic VAT 
rates. For EEC Member States these advantages after 1970 will exist 
only for exports outside EEC and for imports from outside EEC. 

The development of a relatively uniform high rate VAT by EEC 
Member States and tlie elimination of the application of the destina¬ 
tion principle in trade among themselves will have the effect of es¬ 
tablishing around EEC another common trade barrier comparable to 
the common customs barrier. Because prior to this development 
France alone was a beneficiary of VAT benefits, its relative position 
among the EEC Member States will be worsened by this develop¬ 
ment. Also, the United States businesses producing within the 
United States for the domestic and foreign markets svill enjoy a rela¬ 
tively weaker market position within EEC and aroimd the world. 
Jour. Finance, Sept. 1968,23(4) English. 


Lund, L. Economic Implications of a Supplementary Pension 

Scheme. 

A commission report appearing in 1967 presented different models 
for a public and compulsory supplementary pension scheme in Den¬ 
mark. Following a Swedish pattern the aim of the scheme is to give 
everybody—once it is fully operative after 20-30 years—a pension 
calculated as a fairly high percentage of his earned income during 
the better part of his active years. Contributions are levied by a spe¬ 
cial proportional tax; initially they will substantially exceed pensions 
so that a large pension fund is accumulated. The report illustrates 
the working of the scheme by a large number of calculations under 
alternative assumptions. 

The report is criticized in the article for its inadequate attention 
to the income and liquidity effects of the scheme. It is shown that 



Subjects 909 

these economically highly relevant aspects can only be analyzed in a 
meaningful way by looking upon the scheme as an integral part of 
the public finances and of the debt and open market operation of 
the monetary authorities. If no compensating adjustment is made in 
other parts of the public finances the pension scheme is likely to in¬ 
crease public saving to such an extent that firms become unable to 
preserve a desired minimum degree of self-finance. The shift from 
private to public saving may well be so large as to endanger full em¬ 
ployment during the building up of the pension fund. Once the au¬ 
thorities recognize this and make compensating changes in other 
taxes and expenditures the pension fund no longer deserves the cen¬ 
tral place in an analysis of total savings and of the loanable funds 
market. An economically more relevant concept is the total lending 
from the public to the private sector. Natiotialpkin. TUh., 1967, 
105(5-6), pp. 292-308 (Danish), Copenhagen school of Economics 
and Business Administration 


Moore, A. M. Progressive Taxation Revisited. 

The justification for progressive taxation can only be that the mar¬ 
ket’s distribution of rewards is unfair. If pre-tax income distribution 
were fair, it would be patently unfair to levy taxes on any basis 
other than benefit. Conversely, if some people receive much more 
than their entitlement while others receive much less, it would be 
unjust to refuse to redistribute income on the ground of general 
public benefit. 

Since the market is incapable of differentiating the return to the 
possession of a talent and the return to its development, the market’s 
determination of rewards cannot escape being inherently unfair. All 
social rules presuppose personal responsibility; actions warrant cen¬ 
sure or rewards only to the extent that persons are capable of acting 
otherwise. Therefore, a person deserves credit for developing a tal¬ 
ent but none can claim credit for the possession of talents. 

Properly conceived, the issue of tax progression concerns the com¬ 
munity’s rules governing entitlement to shares in the commimally, 
co-operatively produced national income. Such entitlement can be 
found only in our ethical convictions. One of our two primary ethical 
judgments is that it is good to maximize happiness, which implies 
that economic welfare be maximized because most people desire in¬ 
creased material well-being and the attainment of desires adds to 
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happiness. However, the maximize economic welfare rule apparently 
conflicts with the second of our primary ethical judgments, namely: 
the welfare of each should have equal weight. But a reconciliation 
is possible because the latter rule does not always demand equal 
sharing. Decisions made within the family indicate that there are 
exceptions. Parents often allot more funds to the education of one of 
their children than to the others because they consider that the bene¬ 
fit to the former will greatly exceed the loss to the latter. Public Fi¬ 
nance, 1968 23(3) English. University of British Colombia, Canada 


XtoBissENS, L. Tlie Elasticity of Tax Revenue witli Respect to Tax¬ 
able Income of Individuals and to the Rates of Taxation {L’6las- 
ticitd des recettes fiscales par rapport au revenu imposable des par- 
tietdiers et aux taux imposition). 

Whereas the elasticity of revenue with respect to the tax rate ob¬ 
viously equals unity, its elasticity with respect to taxable income is 
greater than unity owing to tax rate progression. Sufficient statistical 
data lacking, this second elasticity cannot be calculated by means of 
the usual methods such as time-series or cross-section analysis. 

The method applied here consists of a theoretical estimation 
procedure based on the scale of taxation and the distribution of tax¬ 
able income by tax brackets and rests on the hypothesis that all tax¬ 
able incomes change in the same proportion. The method distin¬ 
guishes two effects: the first one is easily evaluated and results from 
the income variations within the tax brackets; the second effect, 
which requires a complex rule of calculation, arises when taxpayers 
change over from one tax bracket to another. Since tire second effect 
is very weak, the formulae arrived at suggest a linear relationship 
between the changes in tax revenue and the changes in taxable in¬ 
come. Their application to the distribution of taxable income in 1963 
—the latest statistical data available—yields an elasticity of 1.68 for a 
1 per cent variation and of 1.70 to 1.71 for a 10 per cent variation in 
taxable income. The general increase of income reduced these elasti¬ 
cities in 1967 to the level of approximately 1.60 and 1.62 on account 
of the declining progression of the rates of taxation. Since public au¬ 
thorities are not interested only in uniform variations of tax rates, 
but also in the effects of differential variations which modify the 
progression, formulae are finally presented to determine these ef¬ 
fects. Public Finance, 1968, 23(3) French. University of Brussels 
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Naslund, B. Some EflFects of Taxes on Risk Taking. 

The effects of fiscal policy on investment behavior under risk has 
been discussed by several authors. The main result is that increased 
taxation leads to greater risk-taking in society. 

Since there exist several formulations of stochastic programming 
under risk in the literature, it is of interest to include taxes in such 
models in order to find their effect on risk-taking. This paper also 
indicates that risk-taking will increase with taxation when invest¬ 
ment behavior is modelled by one of these. 

Thus, a major part of the paper is concerned with the chance-con¬ 
strained programming formulation of the decision problem under 
risk. Tliis formulation maximizes the expected (or some other) value 
of the criterion function subject to probabilistic constraints indicat¬ 
ing the risk that the decision maker is willing to take. 

First it is shown that the separation theorem due to Tobin holds. 
This theorem states that if an investor holds some part of his assets 
in the form of money, then he will hold the risky assets in fixed pro¬ 
portions that are independent of his wealth and of his utihty func¬ 
tion. 

It is shown tlrat when an investor both holds risky and non-risky 
assets, then a linear tax will increase risk-taking. If, however, only 
riskless assets are available, then the investor may or may not in¬ 
crease, risk-taking, depending on the risk aversion. Rev. Econ. Stud¬ 
ies, July 1968, 35-3(103), pp. 289-306 (English). University of 
Stockholm 


Perlman, R. A Negative Income Tax Plan for Maintaining Work 

Incentives. 

Any subsidy plan for supplementing low incomes tends to reduce 
labor supply, to the extent leisure is not an inferior good, by raising 
incomes over what they would be from earnings, alone. Under a con¬ 
stant or increasing marginal tax rate subsidy plan, this tendency is 
reinforced by the fact that as long as a minimum is guaranteed, the 
marginal income gained from an extra hour’s work would be less 
than that for an hour of earned income. Labor supply would be 
maintained only by making the marginal income received greater 
than the amount received from earnings alone. In this article, the 
author presents a subsidy plan which would tie the tax benefit to the 
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proportion of full schedule worked. He also discusses the shortcom¬ 
ings of the plan and concludes that it is by no means certain that 
work incentives would be maintained and that the labor supply 
would not be reduced under such a graduated plan. Jour. Human 
Resources, Summer 1968, 3(3) English. 


Rimungeh, G. V. Social Change and Social Security in Germany, 

Social security systems reflect and affect the social and political 
environment in which they operate. The early German system, al¬ 
though influenced by paternalistic traditions, was above all politi¬ 
cally motivated. Its organization and administration were shaped by 
the de.sire to placate the increasingly alienated industrial workers 
and strengthen the prevailing power structure. Today both tlie 
means and the end are different. The welfare of the individual 
rather than that of the state has become the prime objective. Under 
present conditions, this requires not merely protection against abject 
poverty—a level of protection which was thought adequate in the 
late 19th century—but the preservation of the standard of living a 
particular citizen achieved through a lifetime of work. To achieve 
tlii.s objective, Germany has found it necessary to link systematically 
the growth of social insurance benefits to the growth of national in¬ 
come. Jour. Human Resources, Fall 1968, 3(4), English. Rice Uni¬ 
versity 


Smithies, A. The 1967 John R. Commons Lecture. Tlie Planning- 

Programming-Building-Budgeting System. 

PPBS is essentially an application and extension of the economics 
of choice to public decision-making. The basic article of faith of the 
economist is that explicit choice among alternative courses of action 
leads to more rational, and therefore better, decisions than other 
methods of making them. The reason for this belief stems from the 
prevalence of scarcity in a modem society. Scarcity in this sense 
does not mean absolute scarcity, such as insufiBcient food to keep a 
population alive; it means that wants run ahead of the means of sat¬ 
isfying them. Whether these wants are “spurious” or “meritorious,” 
“artificial” or “natural,” everyone is faced with a budget constraint; 
and the force of the constraint does not appear to diminish as indi¬ 
viduals or countries grow richer. 
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PPBS is not a method of reaching definitive conclusions, but rather 
a method of organizing discussion and marshalling evidence in a way 
that will lead to an effective advocacy procedure. The situation is 
analogous to a legal trial. One cannot teU, by the application of any 
objective criterion whether a jury has reached the right decision. One 
has confidence, however, that if the rules of evidence are followed 
and both sides are well represented, the decision is more likely to be 
good than bad. This does not imply that jurors become mere mecha¬ 
nisms. It implies that they act as human beings vrith their emotions 
tempered by good information. 

Government decisionmakers must be aware of the continual inter¬ 
action between ends and means—new ends stimulate the creation of 
new means and vice-versa. It follows that goals or objectives cannot 
be taken as given as they are in the economics textbooks. The pro¬ 
cess of determining goals and deciding on the methods for attaining 
them are part of the same process. 

Most economic theory and operations analysis starts with the as¬ 
sumption of a given preference function or objective function and 
seeks an optimum situation under it For the most important deci¬ 
sions, this umbrella is not provided. Within a broad general context, 
the objective function, itself, must be articulated and refined as part 
of the decision-making process. 

PPBS started in the Department of Defense in 1961; and in 1965, 
the President decided to extend the system to the whole govern¬ 
ment. Whether or not the theory of choice can be explicitly applied 
to government decision making will provide a stem test for the bu¬ 
reaucracy and the theory. Am. Economist, Spring 1968, J2(l) English. 
Harvard University 


Thomassev, H. Towards a Theory of State Revenue Generation. 

Though it remains popular to justify forecasts of a state’s revenues 
by reference to the behavior of income and population, the stability 
of such links has come into serious question. The revenue generating 
model developed here involves an alternate approach. Starting with 
a set of factor profiles tied to components of Georgia’s postwar reve¬ 
nues and a meaningful conceptual framework called the comple¬ 
ments thesis, empirical counterparts to hypothetical influences are 
sought. Expenditures in three categories prove to be acceptable to 
both factor and conceptual system. Outlays on public goods and ser- 
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vices which simultaneously are and require public complements, 
outlays on private goods and services which serve in lieu of a state s 
complements, and outlays on private goods and services in need of 
complements combine to govern the demand for a state’s services. In 
another sense, they define a revenue potential which invites exploi¬ 
tation. In Georgia, the exploitation has been systematic. Using a sin¬ 
gle-equation least-squares model with regressors representative of 
the three types of expenditure, some 86 per cent of the variance in 
revenue increments is explained. When a sequence (1954-65) of 
aggregate revenue “forecasts” is generated, the Theil inequality 
a)efficient is 0.0066 and the mean error of forecast is 1.2 per cent. 
The unexplained variance is attributed to unique influences bearing 
upon particular demands for complements and to random opportu¬ 
nities for and efi^orts at self-realization by the state government. 
Neither influence has been more particularly identified. Nor, in fact, 
are the designations of expenditiues calling for complements 
thought to be more than first approximations. Yet, the method of 
profile-and-concept, successful in the initial attempt, offers promise 
that refinements in the meaning and in the performance of the com¬ 
plements model can be achieved. Public Finance, 1968, 23(3) En¬ 
glish. Emory University, USA 

Van Roy E. The Pursuit of Growth and Stability tlirough Taxation 

of Agricultural Exports; Thailand’s Experience. 

Rice export controls have, since 1955, marginally sacrificed Thai¬ 
land’s critically important rice industry in favor of industrial expan¬ 
sion, a result harmful to both long run growth and stability. The 
burden of the export control system is not shifted onto the interna¬ 
tional market. The competitive structure of the domestic market, 
furthermore, indicates that it is nearly wholly borne by the rice 
fanner. 

The export tax (the so-called rice premium) has deflated the 
domestic price of rice a third and the urban cost of living a fifth, has 
failed to dampen seasonal price fluctuations, has reduced rice pro¬ 
duction below its potential by a substantial but quantitatively un¬ 
known amount, and has contributed a tenth of public revenues. It 
has improved. 'Thailand’s terms of trade and has thereby protected 
local industry and stimulated foreign investment in export-oriented 
industries; it has redistributed income from agriculture to industry; 
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it has diversified agricultural production; and it has magnified the 
relative scale of the public sector. 

Rice export quotas have supplemented the premium’s effects by 
being intermittantly imposed to combat market crises. Invisible 
taxes on rice trading have raised marketing costs without providing 
public revenues and have limited competition in the rice export 
market to strengthen the premium’s sectoral bias. 

’The system is harmful to growth and stability because it imbal¬ 
ances the development effort by neglecting the contribution of a 
thriving agricultiual sector to industrial growth and because it fails 
to take advantage of Thailand’s exceptional situation as a primary 
product supplier on an international market which shows no signs of 
easing in the foreseeable future. 

Thailand has available a number of untapped public revenue 
sources which would permit continued public financial strength and 
improved equity while shifting the economy away from its current 
relatively disadvantageous developmental position toward one fos¬ 
tering long run stable growth. Public Finance, 1968, 23(3) English. 
State University of New York at Stony Brook 

West, R. TIic Net Interest Cost Method of Issuing Tax Exempt 

Bonds in the United States. 

This paper argues diat the Net Interest Cost metliod of issuing 
state and local government bonds in the U. S. (a) causes bidders to 
submit tenders that are not actually directed toward reducing the 
true interest costs of issuers, and (b) results in the acceptance of 
bids that are not always the best among those submitted. The Net 
Interest Cost approach to calculating interest is a nonaccrual 
method. That is, it weighs all coupon dollar payments equally, re¬ 
gardless of when in the future they are to be paid. ThLs characteris¬ 
tic, combined with the fact that the market is concerned with the 
timing of payments, means tliat bidders can reduce net interest costs 
by bringing coupon payments forward, i.e., by reducing coupons on 
longterm bonds by $1 and raising coupons on short term bonds by 
something less than $1. It also means that, ceteris paribus, an issuer 
awards bonds to the bidder who brings the most coupons forward. 

Unfortunately, however, the substituting of near term coupons for 
far term is not in the best interests of the issuers. ’This is so because 
both state and local governments can systematicaUy borrow more 
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cheaply than they can lend. Their borrowing rates are relatively low 
because state and local bonds are exempt from Federal income taxa¬ 
tion; their lending rates are relatively high because the incomes of 
state and local governments are also exempt from Federal taxation. 

Given these circumstances, it would be to the advantage of states 
and localities to have coupon payments pushed into the future. At a 
minimum it would be beneficial to eliminate the current practice of 
bringing them to the present. Public Finance, 1968, 23(3) English. 
Cornell University 
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Econ., July 1968, pp. 6.38-73. 
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Doc., May 1968_, pp. 195-99. 
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tiotial impact. Nat. Tax Jour., March 1968, pp. 70-93, 

De Carvalho, M. Welfare economics and some aspects of the theoiy of public 
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cado. De Economia, Jan.-March 1968, pp. 57-86. 

Gaffney, M. M. Tax tool for meeting urban fiscal crisis. Am. Jour. Econ. Soc., 
July 1968, pp. 253-58. 

Coffman, J. On the empirical testing of “Wagner's Law”: a technical note. 
Pub. Fin./Fin. Publiques, 1968, 23(3). 

Giuziosi, A. Credito e ’“marketing." (With English summary.) Risparmio, March 
1968, pp 406-30. 

Grove, T. J. Taxation in Iran, the 1345 Tax Act (part 2). Bull. Intemat. Fiscal 
Doc., April 1968, pp. 142-54. 
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d’Econ. Pol., March-April 1968, pp. 265-90. 

Hahdiman, J. W. New Zealand—the taxation of non-residents. Bull. Intemat. 
Fiscal Doc., June 1968, pp. 235-40. 

Hayden, E. D. The economy of Guyana and its fiscal policy since independence. 

Bull. Intemat Fiscal Doc., June 1968, pp. 241-46. 

IsHi, H. The income elasticity of the tax yield in Japan. Hitotsubashi Jour. Econ., 
June 1968, pp. 45-63. 

Kee, W. S. Industrial development and its impact on local finance. Quart Rev. 
Econ. & Bus, summer 1968, pp. 19-24. 

Khanna, K. C. India: Finance BiU, 1968. Bull. Intemat Fiscal Doc., May 1968, 
pp. 200-4. 

Kiioinu, K. G. Tax advantages for investment in Lebanon. Bull. Intemat Fiscal 
Doc., April 1988, pp. 139-41. 
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Krauss, M. Tax harmonization and allocative efficiency in economic unions. 
Comment by D. Dosser. Pub. Fin./Fin. Publiques, 1968, 23(3). 

Leccisotti, M. Sui connotati del bene “pubblico*: una rassegna critica della 
letteratura. Studi Eton., Jan.-April 1968, pp. 59-84. 

Legi£R, J. B. and Shapiro, P. The responsiveness of state tax revenue to eco¬ 
nomic growth. Nat. Tax Jour., March 1968, pp. 46-56. 

McGouldrick, P. F. and Petersen, J. E. Monetary restraint and borrowing 
and capital spending by large state and local governments in 1966. Fed. Res. 
Bull., July 1968, pp. 552-81. 

McLure, G. E., Jr. Taxes and the balance of payments: anotlier alternative 
analysis. Nat. Tax Jour., March 1968, pp. 57-69. 

PrvATO, G. I riflessi dei prowedimenti monotari sul mercato mobiliare; la 
svalutazione della sferlina. Risparmio, Feb. 1968, pp. 237-58. 

Quindby, K. E., BiERMEiEn, B. AND SouEE, D. M, A proposal for pro-rating 
personal deductions and exemptions between taxable and nontaxable income. 
Nat. Tax Jour., March 1968, pp. 94-97. 

Romani, F. Un esperiinento svedese di politica anticiclica: i foudi di investi- 
mento di riserva. Studi Econ., Jan.-April 1968, pp. 85-96. 

Schaefer, J. M. Philanthropic contributions: their equity and efiiciency. Quart. 
Rev. Econ. & Bus., summer 1968, pp. 25-34. 

Sheu., K., Fisheb, F. M., Foley, D. K. and Friedlander, A. F., with Behr, 
J. J., Jr., Fischer, S. and Mosenson, R. D. The educational opportunity 
bank: an economic analysis of a contingent repayment loan program for 
higher education. Nat. Tax lour., March 1968, pp. 2-45. 

SiMRSON, F. S. The concept of nscal drag” and its rdevance to the tax "bulge" 
in South Africa. So. Afr. Jour. Econ., Tune 1968, pp. 143-55. 

Tamagna, F. M. Process! e strumenti della politica monetana degli "anni ses- 
santa.” Risparmio, Feb. 1968, pp. 259-82. 

Tramontana, A. Le caratteristiche economiche dei beni pubblici e la natura 
dell’attiviti finanziaria. Studi Econ., Jan.-April 1968, pp. 97-110. 

van Ypersele de Strihou, J. M. Sharing the defense burden among Western 
allies. Yale Econ, Essays, spring 1968, pp. 261-320. 

Vaktiainen, H. j. Julkisen talcmden tutkimuksesta. (On public finance studies. 
With English summary.) Kansantaloudellinen AikakausKirja, 1968, 64(2), pp. 
140-48. 

L’ammodernamento delle tecniche del credito a breve termine. Rapporto della 
Conunissione francese di studio per rammodemamento delle tecnichc del 
credito a breve termine. Risparmio, March 1968, pp. 431-80. 

The incidence of the corporation income tax in U.S. manufacturing. Comment 
by M. Krzyzaniak and R. A. Musgrave; reply by R. J. Gordon. Am. Econ. 
Rev., Dec. 1968. 

Income averaging: a Canadian suggestion. Yale Law Jour., May 1968, pp. 
1223-43. 

Taxation of capital gains in developing countries. Internat. Mon. Fund Staff 
Papers, July 1968, pp. 344-86. 

The taxation of low incomes in African countries. Internat. Mon. Fund Stafl^ 
Papers, July 1968, pp 322-43. 

Unconditional versus matching grants. Further comment by J. Cotton and 
T. O’Brien; further reply by L C. Thurosv. Nat. Tax Jour., March 1968, 
pp. 163-5. 
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4kndt, S. W. International Short Term Capital Movements. A Dis¬ 
tributed Lag Model of Speculation In Foreign Exchange. 

Differences between the price of foreign exchange which exists 
and is knovm at time to and the price which is expected to rule at 
time t„ play a major role in the determination of speculative short¬ 
term capital movements between international financial centers. In 
markets populated by transactors whose preference functions are 
non-identical and whose behavior is influenced by varying experi¬ 
ences, constraints and time horizons, anticipations will take the form 
of distributions of expected rates for every future point in time. The 
parameters of these distributions will determine the direction and 
the magnitude of current speculative capital flows. 

In order that speculative behavior may be tested empirically, ex¬ 
pectations must be translated into measurable quantities. In the 
present paper a theory of expectation formation is developed which 
relates future expected prices to observable variables. Specifically, 
tlic rate of exchange expected to rule in the future is related to pres¬ 
ent and past exchange rates through a distributed lag function. Ex¬ 
pectations are adjusted as movements in the current rate fail to con¬ 
form to currently held expectations. Speculative holdings of curren¬ 
cies are adjusted in response to these deviations. 

Canadian data for 1952-1960 were used to test two models, the 
first based solely on movements of the actual rate relative to the ex¬ 
pected rate and the second using in addition several versions of 
short-term interest differentials. The results are consistent with theo¬ 
retical expectations; they suggest, further, that speculators are gen¬ 
erally reluctant to interpret a given change in the actual rate as an 
enduring change. The expectation coefficient is therefore low and 
the expected rate is a slowly changing variable, all of which makes 
speculative capital flows highly stabilizing. Econovietrica, Jan. 1968, 
36(1), pp. 59-70(English). University of California, Los Angeles 


Baukek, T. S. Devaluation and the Rise in U.K. Prices. 

Four factors are identified as likely to result in a rise in prices in 
the U.K. as a consequence of the November 1967 devaluation of 
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sterling: the increased prices of imports, cost inflation as manufac¬ 
turers and unions attempt to preserve the status quo, general de¬ 
mand inflation and structural demand inflation. The paper attempts 
to measure the rise in prices attributable to the first of these factors, 
the impact of devaluation on import prices. First the increase in im¬ 
port prices is estimated, then an input-output table is used to follow 
through these increases for 46 commodities consumed on the home 
market and exported. These estimates are compared with those of 
the National Institute of Economic and Social Research and actual 
price increases reported by the Board of Trade between October 
1967 and February 1968. Bull. Oxford Inst. Econ,, May 1968, 30(2), 
pp. 129-41 (English). Cambridge University 


Bauer, P. T. International Development Policy: Two Studies. 

The article is a review of two books dealing with the economic 
relations between relatively rich and relatively poor countries and 
with the flow of financial resources from the former to the latter. 
The two books are Harry G. Johnson, Economic Policies Towards 
Less Developed Countries, and John Pincus, Trade, Aid and Devel¬ 
opment. The article examines the main topics discussed by the two 
authors, notably the background and main policy proposals of the 
first UNCTAD; the conditions and prospects of the export markets 
of less developed countries (LDCs); and policies for expanding the 
financial flows from rich to poor countries, including commodity 
agreements, trade liberalisation by advanced countries, preferences 
for exports of LDCs, and expansion of foreign aid. 

The authors share certain major approaches to policy and the two 
books cover substantially similar ground. However, the similarity is 
deceptive: both in substance and in presentation Professor Johnson’s 
book is found to be on a far higher level than that of Dr. Pincus’s. 
The principal arguments of the two books are examined in some de¬ 
tail. The exceptional quality of Professor Johnson’s book is empha¬ 
sized, and attention is drawn to certain peaks of a generally high 
level of discussion. 

Dr. Pincus’s book is found to be far less satisfactory. Some of its 
major defects of analysis, empirical evidence and presentation are 
examined. 

Professor Johnson’s book can be used as a text book in applied in¬ 
ternational economics at almost any level. Dr. Pincus’s book is a use- 
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ful introduction to the background of current political and public 
discussion of foreign aid. It also serves as an example of tmcritica 
presentation of prevailing views on foreign aid and on the alleged 
guilt of the West for the poverty of LDCs. Quart. Jour. Econ., Aug. 
1968, 82(3), English. London School of Economics 


BnAt.w’An, J. The Gains from Trade Once Again. 

This paper examines certain propositions in the theory of gains 
from trade. It restates the essence of the proposition that some trade 
is better than no trade, distinguishing sharply between technical ef¬ 
ficiency and utility-wise rankings. The proposition that restrictec 
trade is superior to no trade is further shown to be applicable onl;, 
to fariiF-restrioted trade and not to other policy instruments such as 
production subsidies and consumption taxes aimed at reducing im¬ 
ports. Finally it is demonstrated that while a higher tariff is inferior 
to a lower tariff, in the sense that the (best) utility possibility curve 
under the former will lie uniformly inside that under the latter 
(though touching it), a perfectly competitive system may well be 
worse off under the latter, in view of multiple equilibria, unless infe¬ 
riority of the exportable good in social consumption were ruled out. 
Oxford Econ. Papers, July 1968, 20(2), pp. 137-48 (English). Delhi 
School of Economics 


Ffbench-Davis, M. Export Quotas and Allocative Efficiency unde 

Maiket Instability, 

In a stable environment the existence of economic distortions 
leads to the use of taxes and subsidies rather than of quotas. The 
purpose of this article is to explore whether the existence of market 
instability can change that conclusion. In the case of fluctuation 
originating in domestic supply, export quotas will tend to destabilize 
domestic consumer prices and, whenever demand elasticities are 
low, will increase fluctuations in fanners’ income. On the othei 
hand, the case of instability originating in foreign markets is more 
favorable for quotas. In a free trade situation, all the external price 
instability carries over to the internal market. A quota scheme, on 
the contrary, stops instability at the country’s frontiers. It is when 
markets are unstable, then, and instability is concentrated in exter¬ 
nal markets, that we find an argument for quotas. However, it has to 
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be shown that quotas reduce price and income fluctuations in a de¬ 
gree that more than compensates for the reduction of export returns 
resulting from the introduction of quotas. Am. Jour. Agric. Econ., 
Aug. 1968, 50(3), pp. 643-59 (English). Central Bank of Chile and 
the Catholic University and the University of Chile 


Findlay, R. Efficient Accumulation, International Trade and the 

Optimum Tariff. 

A Dorfman—Samuelson—Solow type model of capital accumu¬ 
lation is constructed geometrically with two distinct varieties 
of physical capital goods, one entirely domestically produced and 
the other entirely imported. The import of the foreign capital good 
is made possible by the export of a consumer good distinct from the 
domestic capital good. Trading possibilities for each period are 
taken as given by less than perfectly elastic foreign offer curves for 
each period. If an optimal tenninal solution is specified it is shown 
that decentralized competitive pricing will not lead to this solution 
under conditions of free trade. The introduction of international 
trade thus upsets an important property of the original model for a 
closed economy. A suitable tariff policy, however, is able to permit 
the optimal solution to be reached. The well-known “optimum tariff” 
arguement is thus shown to be applicable to a situation involving 
accumulation of capital over time as weU as to tlie traditional case 
of a maximization of consumer welfare under static conditions. Ox¬ 
ford Econ. Papers, July 1968, 20(2), pp. 211-20 (English). Institute 
of Economics, Rangoon, Burma 


Grubel, H. G. Internationally Diversified Portfolios: Welfare Gains 

and Capital Flows. 

In this paper the models of portfolio balance developed by Mar¬ 
kowitz and Tobin are applied to portfolios which include foreign as¬ 
sets. It is found that the international diversification of portfolios is 
the source of an entirely new land of world welfare gains from inter¬ 
national economic relations, different from the traditional "gains 
from trade” and increased productivity flowing from the migration 
of the factors of production. This theoretical proposition is illus¬ 
trated with some calculations indicating what have been the real¬ 
ized rates of return, variances and co-variances an American investoi 
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would have experienced by investing in the averages of 11 majoi 
world stock markets. A quadratic programming calculation show 
the frontiers of efBciently diversified international portfolios. 

The theoretical model shows that international capital movement, 
motivated by diversification objectives are a function not only of ir 
terest rate differentials and variances, but also of rates of growth ir 
total asset holdings in all countries. As a result, capital may flow be 
tween countries when interest rate differentials are zero or negativ 
and may not flow when a positive differential exists. 

Tlie theoretical model has interesting implications for the mea 
surement of the interest elasticities of capital flows, the interpreta 
tion of international capital flows in the last decade and the discu. 
sions over the mix of monetary and fiscal policy for the attainmen 
of external and internal balances. Am. Econ. Rev., Dec. 1968, 58(5 
English. University of Pennsylvania, USA 


flocuwALD, W. An Economist’s Image of History. 

The idea of rational optimality in social decision making repre¬ 
sents the economist’s contribution to the shaping of the moderr 
mind, and the assumption of “rational behavior’’—with all its pro tear 
implications-has therefore become an essential shorthand to de¬ 
scribe a most complex set of elements which determine the maldn^ 
of economic decisions. One of these elements is the decision maker’; 
image of history, and economists therefore cannot avoid some in¬ 
terpretation of this image in specifying their assumption of rational 
ity. 

Efforts to solve this problem have defined the nature of economic 
science as a study of relationships between given “ends and scare 
means which have alternative uses”, yet the distinction between 
means and ends is relative to circumstances—what are means in one 
context may be ends in another, ’fhe unquestioned operational use¬ 
fulness of specifying consumer or business firm equilibria in terms oi 
maximizing consumer satisfactions or business profits adumbrates 
the complexity of means-end relationships with respect to broade 
social questions, and the “new welfare economics” has made econo¬ 
mists much more aware that value judgments are all-pervasive in 
their analysis. 

Three interrelated specification problems are discussed in some 
detail to illustrate the way economists reveal their image of history. 
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or the way they interpret their community’s image: "The definition of 
output, the formulation of production functions, and the explicit 
handling of stochastic uncertainty. History, hke all states of natiu-e, 
can be described by a probability distribution, yet it is a distribution 
which cannot be tested by experience and must be accepted as an 
act of faith. This may explain why economic development is so 
closely associated with a powerful emotional appeal, some common 
faith in the future. 

The article concludes with brief references to economic develop¬ 
ment in the American South and its interpretation. Southern Econ. 
Jour., July 1968, 35(1) English. Washington University, USA 


Johnson, H. G. The Gain from Exploiting Monopoly or Monopsony 

Power in International Trade. 

’The “optimum tarifip’ argument for protection is frequently used 
with reference to developing countries on the assumption that the 
gains from exploiting it must be substantia]. But while the optimum 
tariff rate depends on the elasticity of foreign demand, the optimum 
tariff gain depends as well on the elasticity of substitution between 
domestic and foreign goods in domestic production and consump¬ 
tion, and on the free-trade ratio of imports to national income. 

If the elasticity of substitution is zero, there is no gain from the 
imposition of the optimum tariff. If the elasticity of substitution is 
infinite, the proportional welfare gain will be smaller tlian the free- 
trade import share, to an extent that increases with the elasticity of 
foreign demand. The interaction of the foreign elasticity and the im¬ 
port ratio in determining the relative gain from optimum protection 
is analysed on the assumption of a Cobb-Douglas utility function, by 
computing a table of arithmetical examples, which suggests that the 
gain will typically be relatively small. It is observed thftt actual tar¬ 
iffs may well be above the optimum level. Economica, May 1968, NS 
35(138), pp. 151-56 (English). The London School of Economics 
and Political Science, England 


Kemp, M, C. Some Issues in the Analysis of Trade Gains. 

It is proved; (i) that the maximum feasible utility of one individ¬ 
ual, given arbitrary minimum feasible utilities of all other individu¬ 
als in a country, is greater in a low-tariff than in a high-tariff situa- 
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tion; (ii) that even in the face of a consumption tax or (subject to 
mild qualification) a production tax, free trade is potentially gai 
hil; and (iii) that an improvement in a tariff-ridden country’s ten 
of trade implies a potential gain. Oxford Econ. Papers, July 19i 
20(2), pp. 149-62 (English). University of New South Wales 


Melvin, J. R. Production and Trade with Two Factors and Thr 

Goods. 

The first objective of this paper is to devise a method of constru 
ing production possibility surfaces for the three-good, two-fact 
case. Tills is accomplished by extending the factor-box diagram, ai 
it is found that tlie tliree dimensional surface is describ 
completely by straight lines and is part of the surface of a cor. 
When a second country is introduced which differs from the first 
factor endowment but where the production functions are identic 
for both it is found that the defining surfaces for the two productic 
possibility surfaces are identical. Differences between countries w 
result from the production possibility surfaces being located in di 
ferent places on the defining cone. 

The question of factor price equalization is examined, and it 
found that for any point on the three dimensional production pos! 
bility surface all three unit-cost isoquants are tangent to the san 
factor price ratio line. This fact, taken in conjunction with the n 
ture of the production possibility surface and the unlikelihood ( 
factor intensity reversal leads to the conclusion tliat there is moi 
likelihood of factor price equahzation than in the two-factor, twi 
good case. 

The linear feature of the production possibility surface can lead I 
a fundamental indeterminacy in production when trade takes plac 
If all three goods are traded then one country will export both tl 
most capital and the most labor intensive goods and the other ctiui 
try will export the intermediate good, and there is no way of knov 
ing which country will do which. This indeterminacy will tend i 
frustrate measurement of international trade parameters, and wn 
result in riade being very sensitive to tariff changes. In certain cas( 
a proliibitive tariff on one of the goods will not disturb the equili 
rium position—it only removes the indeterminacy. Am. Econ. Re 
Dec. 1968, 58(5) English. University of Western Ontario, Canad 
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Mossi:, R. and Mosse, G. The Measuring of Balance-of-payments 
Balances with Special Regard to the Bemstein-Lederer Contro¬ 
versy 

After introductory remarks, the authors deal, in the first part of 
this paper, with the general problem of measuring balance-of-pay- 
ments balances and discusses the relevant basic positions with die 
aid of a simple and a more complex model. The analysis is then sup¬ 
plemented by concrete examples taken from the balances-of-pay- 
ments of various countries (Great Britain, Germany, Italy and 
France), and by an exposition of the practical problems resulting 
from an application of the system of equations evolved. The second 
part of the paper is devoted to a discussion of the Bemstein-Lederer 
controversy and the balance-of-payments problems of the United 
States. In concluding remarks the authors point out the insuflSciency 
of available statistical date, which make it impossible to measure ex¬ 
actly any existing balance-of-payments disequilibria. As a result, it 
appears diflBcult at the moment to devise any policy likely to be suc¬ 
cessful in establishing a balance-of-payments equihbrium. Weltivirt- 
schaft. Archiv, June 1968, 100(2), pp. 197-224 (German). University 
of Grenoble and Centre National de la Recherche Scientifique, 
Grenoble 


NEcrsHi, T. Approaches to the Analysis of Devaluation. 

There have been three types of approach to the problem of the 
“stability” of the foreign exchanges or the effect of devaluation on 
the balance of payments in fully employed economies, i.e., (1) Bob- 
inson and Metzler, (2) Hahn and Kemp and (3) Meade. The rela¬ 
tion between the results of these three approaches, however, does 
not seem to be well recognized so far. Nor has the close relation of 
the devaluation problem to that of the Hicksian “stability” of multi¬ 
ple markets been suflBciently recognized. 

In this article, firstly, it is shown that the Robinson-Metzler condi¬ 
tion, which has been regarded as a partial equilibrium condition, is 
nothing but the Hicksian general equilibrium “stability” condition 
under some simplifying assumptions which are not necessarily more 
stringent than Ae gross-substitutability of Hahn and Kemp. Sec¬ 
ondly, it is pointed out that the monetary assumption implicit in the 
Meadean approach is different from that of other approaches. The 
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final section is devoted to suggest the difficulty of the so called Ma 
shall-Lerner condition to be interpreted as the “stability" conditic 
in a monetary economy. Int’l. Econ. Rev., June 1968, 9(2), p 
218-27 (English). University of New South Wales and University ■ 
Tokyo 


Sei'vfhs, G. L. An Evaluation of the Disincentive EfFect Caused I 

P. L. 480 Shipments. 

Changes in foodgrain prices and domestic output caused I 
changing the quantity of U. S. Public Law 480 shipments to a hyp( 
(hctical country show that both prices and output are highly sens 
five to elasticities of supply and demand. But for many cases exan 
ined, changes in these .shipments had relatively insignificant pric< 
output efiects and these could have been offset by a modest grow 
in population. Estimates of parameters for India indicate that 
20-percent increase in the quantity of foodgrain shipments betwee 
1956-57 and 1961-62, other things being equal, would have d« 
creased foodgrain prices 1.6 percent and domestic foodgrain outpi 
0.4 percent, Tliese disincentives may be outweighed by the effec 
on consumption, income distribution, and re.source allocation, su' 
gesting that, overall, the effects of P. L. 480 shipments are beneficia 
Am. Jour. Agric. Econ., Aug. 1968, 50(3), pp. 630-42 (English 
Michigan State University 


Wall, D. Import Capacity, Imports, and Economic Growth. 

The calls made at the 1964 United Nations Conference on Trad 
and Development for expanded trade opportunities and increase 
aid for less developed countries were based on the argument that 
strong relationship exists between changes in import capacity an 
economic growth. This argument derived from the formal Unite 
Nations model which was used to project the foreign exchange r 
quirements of less developed countries in 1970 implied by the D 
velopment Decade targets. There is no theoretical justification fc 
assuming such a relationship to exist and statistical tests reported i 
the article do not support it. 

The United Nations model is essentially a capital-accumulatio 
type growth model with the effective constraint on the rate c 
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growth being the rate of growth of imports, particularly imports of 
investment goods. UNCTAD Secretariat papers since 1964 have 
claimed that such a constraint is operative for many developing 
countries. Various statistical tests, reported in the article, failed to 
lend support to the claims of UNCTAD. 

The conclusion is that the politically justifiable policy-orientated 
programme of UNCTAD is made vulnerable to criticism by attempts 
to base it on empirically ill-founded and theoretically weak eco¬ 
nomic models. In addition, the emphasis on external contraints di¬ 
verts attention away from the basic domestic reforms required be¬ 
fore adequate rates of growth can be achieved. Economica, May 
1968, NS 35(138), pp. 157-68 (English). University of Sussex, En¬ 
gland 


Weiser, L. A. The Changing Factor Requirements of U.S. Foreign 

Trade. 

This paper continues and extends the investigation into the empir¬ 
ical relationship between factor proportions and the U.S. pattern of 
international trade. Using data for 1947, W. W. Leontief found that, 
contrary to the prediction of the Heckscher-Ohlin theory, an aver¬ 
age million dollars of U.S. exports requires more labor and less capi¬ 
tal than an average million dollars of U.S. import-replacement pro¬ 
duction. The results of this study confirm the durability of the Lcon- 
tief paradox over a fifteen year period (1947-1962). However, it is 
found that the ratio of labor requirements of exports to the labor re¬ 
quirements of imports has declined somewhat over the period, and 
this change is allocated between three causal factors: (1) trade pat- 
, tern shifts, (2) labor productivity changes in various industries, and 
(3) shifts in the interindustry relationships of the input-output table 
used to calculate the indirect labor requirements. 

The natural resource requirements of U.S. exports and import-re¬ 
placements are calculated for 1962, and the resource scarcity found 
is compared to that determined by J. Vanek for 1947. The reduction 
in the resource scarcity is attributed partly to the change in the 
trade pattern and partly to shifts in the input-output relationships 
between 1947 and 1962. Using these results in conjunction with the 
carefully qualified assumption of a complementary relationship be¬ 
tween capital and natural resources, a hypothesis reconciling these 
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empirical findings with the Heckscher-Ohlin theory is advanced. 
Rev. Econ. Stat., Aug. 1968, 50(3), English. University of Illinois, 
Urbana, Illinois, USA 


WiLusTT, T. D. Official Versus Market Financing of International 
Deficits. 

In recent years many countries have placed increased emphasis on 
meeting balance of payments deficits by borrowing rather than re¬ 
serve losses. This paper discusses some of the economic consider¬ 
ations relevant to countries’ choices between official borrowing from 
foreign governments and institutions versus financing deficits 
through the market by increasing interest rates to attract short-term 
capital. This question is only relevant of course if these are genuine 
alternatives and it is argued that they often would be. On the basis 
of interest cost there is a strong presumption in favor of official bor¬ 
rowing as this allows a country to act as a discriminating monopson- 
ist and escape the increase in payments to inframarginal lenders 
which higher interest rates would bring. For a country such as the 
United States these ‘rent’ costs would be considerable. It was fur¬ 
thermore argued that borrowing through the market does not ap¬ 
pear to offer substantial additional economic or financial benefit! 
which would compensate for its higher cost nor does it free a coun 
try from the constraints imposed by the need for cooperation fron 
foreign governments in the financing of a balance-of-payments defi 
cit. Kyklos, 1968, 21(3), pp. 514-23 (English). Harvard University 
Cambridge, Mass. 

Adams, N. A. Analysis of food con.sumption and food import trends in Jamaic: 

1950-1963. Soc. Econ. Stud., March 1968, pp. 1-22. 

Aiello, A. Tcoria della struttura tariffaria, preferenze doganali e sviluppo ec( 
nomico. Studi Econ., Jan.-April 1968, pp. 25-58. 

Alamctb, M. The domestic prices of imported commodities in Pakistan: 

further study. Pakistan Develop. Rev., sprinc 1968, pp. 35-73. 

Alibek, R. Z. National monetary sovereimty and international financial orde 
Becherches Econ. de Louvain, May 1968, pp. 143-56. 

Andeksen, F. Nogle virkninger af internationme vareaftaler for landbrugsvare 
0kon. og Pol., 1968, 42(1), pp. 63-76. 

Arndt, H. W. Trrde relations between Australia and Indonesia. Econ. Recor 
}une 1968, pp. 168-93, 

Bachmann, H. Betrachtungen zur Aussenwirt.schaft8politik. I. Weltwirtscha 
Aussenwirtschaft, March 1968, pp. 1-8. 

Bachmann, H. A European monetary union as a next step in the process 
European unification. Aussenwirtschaft, March 1968, pp. 47-54. 
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Baeu, F. Su taluni aspetti teorici e tecnici del moviniento internazionale dei 
capital! verso i paesi in via di sviluppo. Riv. di Pol. Econ., April 1968, pp. 
473-515. 

Bercsten, C. F. Taking the monetary initiative. For. Afiairs, July 1968, pp. 
713-32. 

B 1 .ACK, S. W. Theory and policy analysis of short-term movements in the balance 
of payments. Yale Econ. Essays, spring 1968, pp. 5-78. 

B0GCILD, P. A. En international valutarefonn. 0kon. og Pol., 1967, 41(4), pp. 
416-31 

Bosehup, M. Beskyttelsen af sukkerproduktion i europaeisk og dansk perspektiv. 
0kon. og Pol., 1967, 41(4), pp. 351-71. 

Bosshahdt, a. Betrachtuneen zur Aussenwirtschaftspolitik. II. Aussenhandel 
und Aussenwirtschaftspolitik der Schweiz. Aussenwirtschaft, March 1968, 
pp. 9-24 

Bmffaux, J. P. Un point de retoumement dans le mouvement long de la pro¬ 
duction mondiale d’or. Hecherches Econ. de Louvain, May 1968, pp, 177-212. 

Campolongo, a. Organizzazioni economiche intemazionali: interdipendenze e 
duplicazioni. (Witli English summary.) Riv. Intemaz. di Sci. Econ. e Com., 
May 1968, pp. 450-64. 

Camu, L. The future of monetary cooperation in Europe. Rev. Econ. Conditions 
in Italy, March 1968, pp. 104-15. 

Capfaha, U. Note di economia e finanza comunale. (With English summary.) 
Ri-sparmio, Feb. 1968, pp. 205-36. 

Chaei^, E. G. Neo-colonialism and capitahsm: a reply. Soc. Econ. Stud., March 
1968, pp. 92-95. 

Colombo, E. America’s economic measures and their effects on the Italian 
economy. Rev. Econ. Conditions in Italy, March 1968, pp. 79-97. 

CouLBois, P. Remarques sur le d^sordre mon6taire international. Rev. d’Econ. 
Pol,, March-April 1968, pp. 298-308. 

CuADEBNO, M., Sk. Propos^ Asian Trade and Payment Union. Philippine Jour. 
Bus. and Fin., May 1968, pp. 303-7. 

Dagom, C. Consecuencia de la introduccidn del concepto de estructura en la 
teon'a del comercio internacional. Trimestre Econ., April-June 1968, pp. 
237-56. 

Daixa Volta, R. II sistema del cambio auereo fisso. Riv. di Pol. Econ., Apnl 
1968, pp. 517-30. 

Dayal, E. The changing pattern of India’s international trade. Econ. Geog., 
July 1968, pp. 240-69. 

Denizet, J. La deflation n’est pas un rem^e. Rev. d’Econ. Pol., March-April 
1968, pp. 309-19. 

UE Vbies, M. G. The magnitudes of exchange devaluation. Fin. and Develop., 
June 1968, pp. 8-12. 

Dieterlen, P. Le ddsordre mon6taire international. Recherches Econ. de Lou¬ 
vain, May 1968, pp. 127-41. 

Dujardin, L. j. Rinexions sur un projet de directive visant k I’etablissement 
d’un march4 europ^n des capitaux. Annales de Sci. Econ. Appliqu6es, May 
1968, pp. 215-32. 

Dotriez, L. H. L’6talon mon^taire international. Recherches Econ. de Louvain, 
May 1968, pp. 157-76. 

Einzig, P. The declining use of sterling as a trading currency. Westminster Bank 
Rev., May 1968, pp. 2-10. 

Fan, L. S. and Lim, T. M. The Sino-Soviet rift: a terms of trade analysis. Asian 
Econ. Rev., Feb. 1968, pp. 148-54. 
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J-'r-ank, V. C. AND SiEUER, H. WirkuRgeo eines Praferenzraumes auf Drittlander. 
Gobbato, O. Rekzioni tra euroemisstoai e mercato dell’ eurodollaro. Rassegna 
Econ., Jan.-Feb. 1968, pp. 29-68. 

Au.ssenwirtschaft, March 1968, pp. 25-46. 

GuGUEiAn, P.-L. Crepuscule d’un syst^me de rfeglements intemaHonaux. Rev. 

d'Econ. Pol, March-April 1968, pp. 320-28. 

Gun TON, H. Propos sur la crise financik'e inlemationale: remarques liminaires. 

Rev. d’Econ. Pol., March-April 1968, pp. 297. 

IIajha, S. and Hajra, R. Parable and realism in India’s devaluation. Asian 
Econ. Rev., Feb. 1968, pp. 155-74. 

Hi.luir, H. R. The transactions demand for international means of payments. 

Jour. Pol. Econ., Jan.-Feb. 1968, pp. 141-45. 

HBaiBEBG, H. Zur Mbglichkeit der Einbeziehung von Transportkosten in die 
reuie Theorie dos intemationalen Handels. jMrb. f. Nabonalok. und Stat., 
June 1968, pp. 549-66. 

Hesse, H. The significance of the pure theory of international trade for explain- 
mg foreign trade in the po.st-war period. German Econ. Rev., 1968, 6(2], pp. 
89-104. 

Johnson, H. G, U.S. economic policy toward the developing countries. Econ. 

Develop, and Cult. Change, April 1968, pp. 357-84. 

Johnson, H. G. World trade policy in the post-Kennedy Round era: a survey 
of alternatives, with fecial reference to (te position of the Pacific and Asian 
regions. Ecx)n. Record, June 1968, pp. 154-67. 

Kemf, M. C. International trade and Investment in a context of growth. Econ. 
Record, June 1968, pp. 211-23. 

Kojima, K. Japan’s interest in the Pacific trade expansion; PAFTA reconsidered. 

Hitotsubashi Jour. Econ., June 1968, pp. 1-31. 

Lederer, W. and Parrish, E. M. 'The U.S. balance of payments in the first 
quarter of 1968. Surv. Curr. Bus., June 1968, pp. 18-27, 52. 

Levitt, M. S. The allocation of economic aid in practice. Man. School Econ. 
Soc. Stud., June 1968, pp. 131-47. 

Lukusa, T. Echanges coramerciaiu dans la sous-r6gion d’Afrique Centrale: 

approche st.itistique. Cahiers Econ. et Soc., Dec. 1967, pp. 455-79. 
LuNuiiEnc, E. Sweden’s economy in an international perspective. Skandinav. 
Bank. Quart. Rev., 1968, (1), pp. 1-5. 

Makkonen, V. Eurodollarit konsainvalisilla rahamarkkinoilla. (Eurodollars in 
the international money market. With English sununaiy.) Kansantaloudcllinen 
Aikakauskiq'a, 1968, 64(2), pp. 95-104. 

May, R. S. British and American investments 1958-1964. Jour. Develop. Stud., 
April 1968, pp. 386-423. 

MiLEEn, E. II. U.S. spending for foreign travel totaled $4X billion in 1967. Surv. 
Curr. Bus., June 1968, pp. 14-17, 52. 

Mosse, H. La gestion centralis^e des divises. (With English summary.) Econ. 
Intemaz., Feb. 1968, pp. 27-57. 

N6nez Minana, H. Devaluacidn, balanza comerical y t^rminos del intercambio. 
Un anidisis de equilibrio parcial. (With English summary.) Econdmica, May- 
Aug. 1967, pp. 3-22. 

Panic, M. Britain’s invisible balance. Lloyds Bank Rev., July 1968, pp. 12-30. 
Paul, A. Tendinje in comerful modem. (Trends in modem trade. With English 
summary.) Comertul Modem, Nov. 1067, pp. 38-46. 

Perroux, F. Las inversiones multinacionales y el andlisis de los polos de desar- 
rollo y de los polos de integracidn. De Economia, Jan.-March 1968, pp. 87-112. 
Rattay, M. De exportframjande &tgardemas inriktning. (The aims and direction 
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if export promotion. With English summary.] Ekon. Samfundets Tids., 1968, 
J(2), pp. 94-103. 

BSON, P. The shlftability of industry and the measurement of gains and losses 
n the East African Common Market. Bull. Oxford Univ. Inst. Econ. and Stat., 
day 1988, pp. 153-55. 

JN, P. Reflexions sur la d^aluation de la livre sterling. Rev. d’Econ. Pol., 
darch-April 1968, pp. 329-37. 

ifTXLLANA, A. An^Lsis de las importaciones espanolas durante el periodo 
.961-06, y perspectivas para 1967-71. Moneda y Credito, Dec. 1967, pp. 3-49. 
IHANO, G. AND Pehez, W. La inversidn privada extranjera en America Latina 
' en particular en la zona Latinoamericana de libre comercio. Rev. Facultad 
liencias Econ. Admm., Dec. 1967, pp. 5-61. 

NKAi, Y. A study of Japan’s export performance, 1955-1962. Osaka Econ. 
’apers, March 1968, pp. 1-10. 

NA, E, II commercio tra la Comuniti Economlca Europea e i Paesi deU’Europa 
Mentale. (With English summary.) Mondo Aperto, April 1968, pp. 110-22. 
MASINI, L. M. Verso la riforma del sistema monetario intemazionale: I’accordo 
U Rio. Riv. di Pol. Econ., May 1968, pp. 699-731. 

I.ABDE FuEnxES PiuETO, J. Un aspecto del problema de la inversidn de capi- 
ales extranjeros en Espana; el asunto Montana. De Economia, Jan.-March 
.968, pp. 131-56. 

KBZEwsKi, Z. Principes d'analyse du commerce int^rieur polonais. Cahiers de 
T.S.E.A., March 1967, G, pp. 147-68. 



Business Finance; Investment and Security Markets; 

Insurance 


Altman, E. I. Financial Ratios, Discriminant Analysis and the Pre¬ 
diction of Corporate Bankruptcy. 

This paper seeks to assess the analytical quality of ratio analysis. 
It has been suggested that traditional ratio analysis is no longer an 
important analytical technique in the academic environment due to 
the relatively unsophisticated manner in which it has been pre¬ 
sented. In order to assess its potential rigorously, a set of financial 
ratios was combined in a multiple discriminant analysis approach to 
the problem of corporate bankniptcy-prediction. The theory is that 
ratios, if analyzed within a multivariate framework, will take on 
greater statistical significance than the common technique of se¬ 
quential ratio comparisons. The results are very encouraging. 

The discriminant-ratio model proved to be extremely accurate in 
predicting bankruptcy correctly in 94 per cent of the initial sample 
with 95 per cent of all firms in the bankrupt and non-bankrupt 
groups assigned to their actual group classification. Furthermore, the 
discriminant function was accurate in several secondary samples in¬ 
troduced to test the reliability of the model. Tlie model contains five 
independent ratios serving as predictive variables. They represent 
measures of corporate liquidity, profitability, solvency, and capital 
turnover. Investigation of the individual ratio movements prior to 
bankruptcy corroborated the model’s findings that bankruptcy can 
be accurately predicted up to two years prior to actual failure with 
the accuracy diminishing rapidly after the second year. 

Several practical applications of the model are suggested. These 
include business credit evaluation, internal control procedures, and 
investment guidelines. Inherent in these applications is the assump¬ 
tion that signs of deterioration, detected by a ratio index, can be ob¬ 
served clearly enough to take profitable action. A potential theoreti¬ 
cal area of importance lies in the conceptualization of efficient port- 
foho selection. This problem becomes more soluble if a method is 
introduced which rejects securities with high downside risk or in¬ 
cludes them in a short-selling context. The discriminant-ratio model 
appears to have the potential to ease this problem. Jour. Finance, 
Sept. 1968, 23(4) English. New York University, USA 
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Ben-Shahab, H. The Capital Structure and the Cost of Capital; A 

Suggested Exposition. 

The purpose of the paper is to reformulate the theorem on the 
firm’s capital structure and its cost of capital in context of a two-pa¬ 
rameter analysis: the rate of return on the firm’s stocks and its stan¬ 
dard deviation. Such an approach constitutes an application of the 
Markowite-Tobin theory on investors’ behavior towards return and 
risk for the theory of the firm’s finance. 

The relationship between the firm’s capital structure and the in¬ 
vestor’s opportunity curve between yield and risk is first examined, 
both under constant interest rate and under variable interest rate, 
and the efficient opportunity curve is thus derived. The range of ef¬ 
ficient capital structure is, then, defined as that range, whidi corre¬ 
sponds to the efficient opportunity curve. The capital structure theo¬ 
rem asserts that in equilibrium, within the range of efficient capital 
structure, the firm’s cost of capital is constant, and as the firm shifts 
to inefficient capital structures, its cost of capital rises. The implica¬ 
tions of this theorem for the shape of the cost-of-capital ciuwe are 
examined under alternative market structures of interest rates and 
under income tax. The Modigliani and Miller Proposition I is de¬ 
ducted as a special case, since under constant interest rate and no 
income tax any capital structure is efficient. Jour. Finance, Sept. 
1968,23(4) English. Tel-Aviv University 


Evans, J. L. and Ahcheb, S. H. Diversification and the Reduction of 

Dispersion: An Empirical Analysis. 

This paper seeks to establish the relationship between the extent 
of portfolio diversification and the reduction in the variation (risk) 
associated with portfolio returns. Common stocks were randomly 
selected from those included in Standard and Poor’s Index for the 
year 1958. Observations were taken at semi-annual intervals for the 
period 1958 to July 1967; these observations were of the form of a 
value relative, Ri, for each period. Rj = (Pi + 1 -f- di)/Pi. For 
each portfolio of sizes one ffirough forty, the average return (geo¬ 
metric mean) and risk (standard deviation of the logarithums) of 
the value relatives over the nineteen periods were computed. In all, 
sixty such runs were made giving us the mean return and standard 
deviation sixty times for each portfoho size. 
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A function was then fit to these obervations to produce the follow¬ 
ing predictive equation: Y = .086 (1/x) + .119, 

Where Y = the mean portfolio standard deviation 
X = portfolio size (number of stocks) 

This regression (a rectangular hyperbola) resulted in a coefiBcient of 
determination of .988. Diversification produced a rather dramatic re¬ 
duction in the variation of portfolio returns. The level of risk re¬ 
maining in the portfolio rapidly approached the level of risk in the 
market as a whole (.117), sometimes referred to as systematic risk. 
Ninety-seven per cent of the unsystematic risk was diversifled-away 
by the time the average-randomly selected portfolio reached ten 
stocks. This tends to suggest that it may not be optimal, when trans¬ 
actions and search costs are included, to diversify over a large num¬ 
ber of stocks. Jour. Finance, Dec. 1968, 23(5), English. University 
of Washington, USA 


Feldstein, M. S. On the Measurement of Risk Aversion. 

If an individual’s utility of wealth function is strictly concave 
[u' (w) > 0 and u" (w) < 0], he will be averse to risk. Arrow, 
Pratt and Schlaifer have suggested two ways of representing the 
intensity of risk aversion at each value of wealth by measures of the 
local concavity of the utility fimction. The first measure, which may 
be called “absolute risk aversion,” is defined as ri(w) — 
—u"(w)/u'(w); the second measure, “proportional risk aversion,” 
is defined as r 2 (w) = —w/u"(w)/u'(w). 

Tlie first purpose of this note is to provide further support for the 
assertion that ri (w) is an appropriate measure of risk aversion and 
not merely an indicator of utility function curvature. A second pur¬ 
pose is to indicate that ri(w) may be perferable to r 2 (w) as a mea¬ 
sure of risk aversion. 

An operational definition of behavior which manifests constant 
risk aversion provides the basis for our discussion: i.e., the individ¬ 
ual’s choice between any two gambles is independent of his initial 
endowment. 'This operational definition implies that the utility func¬ 
tion is of a particular general form. For any function of tliis form, 
ri(w) is shown to be a constant; moreover, if ri(w) is constant, 
the associated utility function must be of the required form. This 
supports the use of ri(w) as a measure of risk aversion. In contrast, 
Ti{w) is not constant for a utility function of this form, thus indicat- 
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ing that ri(w) may be a more appropriate general measure of risk 
aversion. But this preference must rest on the acceptability of the 
proposed operational definition of constant risk aversion. Southern 
Econ. Jour., July 1968, 35(1) English. Harvard University, USA 


Mossin, J. Optimal Multiperiod Portfolio Policies, 

The paper examines some of the problems in extending one-pe- 
iod portfolio analysis to portfolio management over several periods. 
It is pointed out that formulation of the decision problem (even in 
the one-period case) in terms of portfolio rate of return obscures the 
importance of the absolute size of the portfolio, which is a crucial 
variable in the analysis of multiperiod problems. Thus, it is shown 
that maximization of expected utility quadratic in rate of return is 
consistent at alternative wealth levels only if the coefificient of the 
quadratic is changed in proportion to wealth. It is next shown, how¬ 
ever, tliat there may exist utility functions in rate of return only (im¬ 
plying constant asset proportions), but it must then be either a loga¬ 
rithmic or power function. 

For the multiperiod case, the general method of solution by a 
backwards-recursive procedure is outlined and illustrated. The no¬ 
tion of myopia is introduced; this means, roughly, that each period’s 
decision is treated as if it was the last one. In general, such behavior 
can be optimal if and only if the utility function is (again) logarith¬ 
mic or power. This condition is also required (together with station- 
arity of yield distributions) for optimality of a stationary portfolio 
(same asset proportions in all periods). In general, decisions depend 
upon conditions in future periods; this “time effect” is analyzed for 
some particular cases. Jour. Business, Apr. 1968, 41{2) English. The 
Norwegian School of Economics and Business Administration, Ber¬ 
gen, Norway 


Nehlove, M. Factors Affecting Differences Among Rates of Return 
on Investments in Individual Common Stocks. 

This study reports statistical analyses for 371 U. S. firms over the 
period 1950-1964. These analyses were designed to explain differ¬ 
ences among rates of return on investments in the common stock of 
the firms included held for periods varying between three and fif¬ 
teen years. Classical economic theory predicts that such rates of re- 
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turn, apart from differences due to risk, differential tax treatment, 
and transactions costs of various sorts, should tend to equality. The 
results of this investigation, however, appear to support the general 
conclusion that rates of return on investments in different common 
stocks differ, in some measure because of differences in riskiness, but 
much more importantly because of substantial disequilibrium in the 
capital market. Many of the findings may be accounted for on the 
hypothesis of severe external capital rationing and dim perception of 
the opportimities for profitable expansion on the part of common 
shareholders as well as other suppliers of capital. Such imperfect 
recognition of opportunities is especially prevalent in rapidly ex¬ 
panding firms which retain a large portion of their earnings for in¬ 
ternal reinvestment. Such reinvestment ultimately results in higher 
earnings and dividends which contribute importantly to the rate of 
return over long periods of time, but low initial prices and subse¬ 
quent capital gains contribute most importantly to high relative 
rates of return. 

Specifically, the regressions reported show that sales growth and 
earnings retention are the two most important factors associated 
with high rates of return. Earnings growth and dividend payout are 
of considerably lesser importance. Indeed, a dollar of retained earn¬ 
ings appears to have roughly eight times the effect on the rates of 
return that a dollar of dividends has. Leverage is positively asso¬ 
ciated with rates of return when long holding periods are consid¬ 
ered, but appears to have little effect over short periods. Firms may 
be classified into industry groups showing quite different average 
rates of return, but these groupings are not those conventionally 
used. Several other specific hypotheses found in the security analysis 
literature are also contradicted by the findings presented. Rev. Econ. 
Stat., Aug. 1968, 50(3), English. Cowles Foundation for Research in 
Economics at Yale University 


Nichols, D. A, A. Note on Inflation and Common Stock Values. 

It is common knowledge that inflation redistributes real income in 
favor of equity owners at the expense of debt owners. This article 
points up the fact that inflation also redistributes real income in 
favor of the tax authorities at the expense of the equity owners. The 
result is that the effect of inflation on the real value of equity is am¬ 
biguous. 
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The article consists of a derivation of the condition under which 
inflation can reduce the real value of equity. 

This condition is a function of the tax rate, the level of monetary 
assets and liabilities, and the present value of future depreciation 
charges. For a tax rate of 50 per cent, imder certain simplifying as¬ 
sumptions, it is shown that the real value of equity falls when prices 
rise if the present value of the future depreciation charges on cur¬ 
rently owned assets exceeds the firm’s net monetary liabilities. Jour. 
Finance, Sept. 1968, 23(4) English. University of Wisconsin, USA 

Beckwith, R. E. Continuous financial processes. Jour. Fin. and Quant. Analysis, 
June 19^, pp. 113-33. 

Bierman, H., Jb. Using investment portfolios to change ri.sk. Jour. Fin. and 
Quant. Analysis, June 1968, pp. 151-58. 

Breen, W. and Savage, J. Portfolio distribution and tests of security selection 
models. Jour. Finance, Dec. 1968. 

Conley, R. W. A note on the liquidity and stabilization effects of savings de¬ 
posits. Jour. Fin. and Quant Analysis, June 1968, pp. 205-13. 

Duvall, R. M., Hoitlander, A. E., Jb. and Lambert, E. W., Jr. Optimum 
liquidity levels for multiple line insurance companies. Jour. Risk & Insurance, 
June 1968, pp. 199-207 

Fisher, D. A. and Wilt, G. A., Jr. Non-convertible proferred stock as a financ¬ 
ing instrument, 1950-1965. Jour. Finance, Sept 1968. 

Fisher, L. and Lorie, J. H. Rates oii investments in common stock: the year- 
by-year record, 1926-65. Jour. Bus. Univ. Chicago, July 1968, pp. 291-316. 
Ferrari, J. R. Investment life insurance versus term insurance and separate 
investment. Jour. Risk & Insurance, June 1968, pp. 181-98. 

Friend, I. and Vickers, D. Re-evaluation of alternative portfolio-selection 
models. Reply by K. J. Cohen and J. A. Pogue. Jour. Bus. Univ. Chicago, 
April 1968, pp.174-90. 

Jen, F. C. and Wert, J. E. The deferred call provision and corporate bond 
yields. Jour. Fin. and Quant. Analysis, June 1968, pp. 157-69. 

Kaplan, L. J. and Matteis, S. Economics of loansharking. Am. Jour. Econ. Soc., 
July 1968, pp. 239-52. 

Kimura, E. Haftpflichtversicherune, inbesondere obligatorische Kraftfahrhaftp- 
flichtversicherung in Japan, (With English summary!; Hitotsubashi Jour. Com¬ 
merce & Management, April 1968, pp. 1-27. 

Kunreuther, H. The case for comprehensive disaster insurance. Jour. Law & 
Econ., April 1968, pp. 133-61. 

Kurikka, K. Jalleenv^uutuksen asema taloudellisen kehityksen osana. (Rein- 
siuunce and its position as part of economic life. With English summary.) 
Liiketaloudellinen Aikakauskirja, 1968, 17(1), pp. 30-53. 

Launie, j. j. Price differentials in life insurance. Jour. Risk & Insurance, June 
1968, pp. 283-88. 

Levy, H. The connection between pre-tax and post-tax rates of return. Jour. 
Bus. Univ. Chicago, Oct. 1968. 

Lorte, j. H. and Niederhoefeh, V. Predictive and statistical properties of 
insider trading. Jour. Law & Econ., April 1968, pp. 35-53. 

Mantis, G. and Farmer, R. N. Demand for life insurance. Jour. Risk & Insur¬ 
ance, June 1968, pp. 247-56. 
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Mehr, R. I. Tax-sheltered annuities: purchase decisions. Jour. Risk & Insurance, 
June 1968, pp. 207-26. 

Mendelson, M. Determinants of underwriters’ spreads on tax-exempt bond 
issues: comment. Jour. Fin. and Quant. Analysis, June 1968, pp. 215-24. 
Okyar, O. The impact of national economy policy upon the capital market. 

Middle East Econ. Papers, 1987, pp. 79-107. 

Pankoff, L. D. Market efficiency and football betting. Jour. Bus. Univ. Chicago, 
April 1968, pp. 203-14. 

Sandmo, a. Portfolio choice in a theory of saving. Swedish Jour. Econ., June 
1968, pp. 106-22. 

SiNGHVi, S. S. Di,sclosure to whom? Annual financial reports to stockholders and 
to the Securities and Exchange Commission. Jour. Bus. Univ. Chicago, July 
1968, pp. 347-51. 

Sloane, W. R. and Reisman, A. Stock evaluation theory: classification, recon¬ 
ciliation, and general model. Jour. Fin. and Quant. Analysis, June 1968, pp. 
171-204. 

Smith, V, L,. Optimal insurance coverage. Jour. Pol. Econ., Jan.-Feb. 1968, pp. 
68-77. 

Staubus, G. J. Earnings periods for common share analysis. Jour. Bus. Univ. 
Chicago, Oct, 1968. 



Business Organization; Managerial Economics; 
Marketing; Accounting 

Bass, F. M., Tigert, D. J. and Lonsdale, R. T. Market Segmentation; 

Group Versus Individual Behavior. 

A number of cross-sectional studies published in economics and 
marketing journals have demonstrated rather conclusively that socio¬ 
economic variables do not predict or explain a large part of the vari¬ 
ance in purchasing rates or expenditures levels for consumer prod¬ 
ucts. In a series of regression studies R* has been very low when de¬ 
mographic and personality characteristics have been used to explain 
purchasing behavior. These results have lead more than one writer 
to conclude that: a) the relationships between the variables are 
weak and b) that the strategy of market segmentation, or selective 
allocation of marketing effort to groups of consumers in relation to 
the potential expenditure levels or purchasing rates of these groups, 
is not feasible. It is argued and empirically demonstrated that both 
of these conclusions are erroneous. 

While a major part of this study is concerned with the analysis of 
data and the measurement of market segments, attention also fo¬ 
cuses upon those aspects of measiurement which have a practical 
bearing on the managerial strategy of market segmentation. In a 
managerial sense group behavior, not individual behavior is the 
major variable of interest. The absence of a satisfactory theory of in¬ 
dividual behavior does not necessarily imply the absence of valid 
propositions concerning the behavior of groups. 

Regression analysis and cross-classification analysis of large sam¬ 
ple survey data indicates that tlie differences in mean purchase rates 
of consumers in different socio-economic groups are substantial. The 
within-group variance is large enough to make it difficult to predict 
individual behavior, but the ability to predict group behavior is suf¬ 
ficient for the development of a strategy of market segmentation. 
While regression analysis yields satisfactory estimates of cell means 
when dummy variables are employed for various socio-economic de¬ 
scriptions, cross classification demonstrates vividly the nature of the 
relationships. Jour. Marketing Research, Aug. 1968, 5(3), pp. 264-70 
(English). Purdue University, University of Chicago and G. D. 
Searle and Co. 
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Bossmann, E. The Advantages of Decision Theory for Managerial 

Practice. {Die Vorteile der Entscheidungstheorie fur die unter- 

nehmerische Praxis.) 

Economic decision theory characterizes a decision problem by the 
following concepts: (1) a set of actions available to the decision 
maker, (2) a set of possible states of nature, (3) a decision function 
relating actions to states of nature, (4) a function relating actions 
and states of nature to outcomes, (5) a preference or objective func¬ 
tion ordering outcomes according to their desirability to the decision 
maker. “Rational” decisions are choices of actions that lead to most 
preferred outcomes in terms of the decision maker’s objective func¬ 
tion. This basic model can be adapted to include decisions under 
risk and uncertainty. Also, it can be extended to problems of optimal 
information, dynamic processes and multi-person decision making. 
The usefulness of decision theory to managerial practice is seen in 
the following of its properties: (1) the mere process of model for¬ 
mulation will enhance understanding of the logical structure of com¬ 
plex decision problems, (2) a model’s flexibility makes it adaptable 
to any particular decision problem and permits application of differ¬ 
ent analytical techniques as, e.g., mathematical programming, game 
theory, cybernetics, (3) with the use of a general model the effects 
of alternative assumptions on the solution of a decision problem can 
be determined theoretically, (4) decision models force the decision 
maker to separate his value judgments from his judgments of facts, 
(5) decision models permit a systematic analysis of decision making 
under risk and uncertainty. Zeitschr. f. die Ges. Staats., May 1968, 
124(2), German. 


Cannon, C. M. Private Capital Investment: A Case-Study Approach 

Towards Testing Alternative Theories. 

This paper considers the information collected and used by four 
businesses, and their formation of expectations, during their genera¬ 
tion and appraisal of proposals for four factory investments. The in¬ 
vestments were large and marginally attractive capacity expansions 
whose prospects were surrounded with substantial uncertainty. Busi¬ 
nessmen neglected revenue and costs, they relied heavily upon the 
assertions about the long-term movement of physical demand upon 
which project dimensions were based. This evidence is consistent 
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with an absolute sales-capital stock form of accelerator relation, if 
the subjective character of expectations of market size is admitted. 
It is also consistent with marginalist theories if allowance is made 
for the following elaborations. The first is frequent apparent ignor¬ 
ance of problems created by risk and uncertainty. The second is the 
strong influence upon expectations, of unchallenged assertions about 
future physical ‘market size’. The third is that businessmen can be 
attracted and influenced by the career opportunities created by ex¬ 
pansion. The fourth is the existence of a highly imperfect market for 
funds within the business. Nevertheless occasionally attention did 
turn to an explicit financial summary of the worth of expenditure 
proposals, when businessmen were experiencing a down-hum in the 
business cycle, but to a summary only of the poorer and poorest pos¬ 
sibilities. Jour. Indus. Econ., July 1968, J6(3), pp. 186-95 (English). 

Davenport, M. W. S. Some Cross-Section Tests of the "Normal” 

Earnings Hypothesis of Corporate Savings. 

The various econometric estimates of the aggregate, or individual 
firm corporate dividend or savings functions which have been based 
on the well-known lintner model are shown to be consistent witli a 
‘‘normal’’ earnings model, w'hich is to be preferred on a priori 
grounds. Data from continuous cross-section samples of U.S. firms in 
nine different industries and aggregate industry cross-sectional data 
are used to derive estimates of the parameters of one possible nor¬ 
mal earnings model by the familiar auto-regressive dividend equa¬ 
tion. The hypothesis that these are in fact such parameters rather 
than the parameters of Lintner’s partial adjustment model is sup¬ 
ported by direct tests of the normal earnings model, using crude 
measures of ‘‘normal’’ and “transitory” earnings. They are also shown 
to yield more accurate predictions of an industry’s total level of sav¬ 
ings or dividends at some future date than do extrapolations of cur¬ 
rent payout ratios. There are indications however that the particular 
normal earnings model used breaks down in a severe recession such 
as that of 1958. A “relative” earnings hypothesis which proposes that 
the dividends paid out by a firm are affected by deviations in its 
earnings performance from that of the industry as a whole is also 
examined empirically. It appeared that the short-run dividend be¬ 
haviour of any firm is not influenced by discrepancies between its 
and the industry average earnings rate. All the dividend functions 
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were expressed in the form of rates of return on net worth to elimi¬ 
nate correlation due to size, and steps were taken to adjust for “firm 
effects” or those factors which may result in a consistent discrepancy 
between the dividend function of an individual firm from that of the 
industry, and are liable to lead to biased estimates. Yorkshire Bull. 
Econ. Soc. Research, May 1968, 20(1), (English). Univesrity of 
York, England 


Doyle, P. Economic Aspects of Advertising: A Survey. 

Tlie effects of advertising have been a subject of controversy for a 
long time. This paper reviews some of the more important writings 
on the economic effects of advertising. The first section relates the 
advertising decision to the theory of the film and examines the diffi¬ 
culties of using optimality analysis as a practical approach to ap¬ 
propriation decision. This is followed by a discussion of the broader 
relationship between aggregate advertising and consumer welfare. It 
deals widi the role of advertising in informing consumers, its effects 
on costs and prices, and finally its relationship to the theory of im¬ 
perfect competition and technical progress. The last two sections 
consider the effects on the mass media of the reliance on advertising 
tor finance and the case for a tax on advertising. 

While the evidence is insufficient to make specific recommenda¬ 
tions, a number of conclusions are reached. First, advertising is a 
necessary aocompaniment to a high consumption economy. Second, 
it is only one form of promotion and variations between industries 
may not reflect differences in total promotional costs. But huge vari¬ 
ations in the proportion of advertising in the retail prices of prod¬ 
ucts strongly suggest that in some trades the level of advertising 
cannot be justified in terms of an efficient allocation of resources. In 
these industries the main stimuli pushing up advertising expenditure 
appear to be the oligopolistic structiu-e of the industry which fre¬ 
quently encourages competition to take place in a promotional form, 
or the nature of the product which makes it difficult for consumers 
to rationally evaluate its properties. In both these cases, advertising 
can become imduly large so that not only has the public to pay for 
costs for which it obtains no benefit, but also newcomers to the in¬ 
dustry are deterred by the high costs of entry. Econ. Jour., Sept. 
1968, English. London Graduate School of Business Studies 
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Milleb III, J. C. An Aircraft Routing Model for the Airlane Firm. 

In this article a linear programming model of aircraft routing is 
presented and discussed as a possibility for use by the airlines in 
planning optimal schedules. The objective is to maximize profits, 
subject to inequality constraints on aircraft utilization and travel de¬ 
mand, and, of course, subject to the routing equation. A simple ex¬ 
ample is solved and the results are discussed. Various extensions of 
the model are suggested, such as requiring integer values, separating 
aircraft and routing them individually, and using the model td 
choose maintenance facility locations and an optimal composition 
for the firm’s fleet of aircraft. The conclusion drawn is that while 
this and similar models by Ronald Miller and by Burger and Rice 
require refinements, they hold genuine promise as a schedule plan¬ 
ning tool for the airlines. Am. Economist, Spring 1968, 12(1), pp. 
24-32 (English). University of Virginia, USA 


Monsen, R. J. Chiu, J. S. and Cooley, D. E. The Effect of Separation 
of Ownership & Control on the Performance of the Large Firm. 

The separation of o%vnership and control in the large firm has long 
been recognized. Less understood, however, has been the possible 
effect of such separation upon the performance of the large firm. R. 
A. Gordon, E. S. Mason, O. Williamson, R. J. Monsen and A. Downs, 
and others have suggested that this separation causes the motivation 
of owners in many cases to be quite different from that of managers. 
In an attempt to shed some light on this issue, this article examines 
empirically the difference in performance between large owner and 
manager controlled firms. 

The statistical sample consisted of 72 of the 500 largest industrial 
firms, by sales, for a 12-year period (1952 through 1963). Six firms 
(three owner-controlled and three manager-controlled) from twelve 
different industries were compared 
An analysis of the data reveals that the owner-controlled group of 
firms outperformed the management-controlled firms by a consider¬ 
able margin. The net income to net worth ratio was 75 per cent 
higher for owner-controlled firms than management-controlled ones 
over the 12-year period. This indicates that the owner-controlled 
firm provides a much better return on the original investment, and 
suggests a better managed capital structure and more efficient alio- 
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cation of the owners’ resources. The effect of the type of industry on 
the net income to net worth ratio is significant by only one-third the 
strength of the control-type effect. No other effect, including the 
control plus industry interaction, is significant, indicating that the 
owner or manager control type a§ecis all industries tested very 
strongly. The size effect is insignificant. Quart. Jour, Econ., Aug. 
1968, 82(3), English. University of Washington and The Boeing 
Company, Seattle, Washington 


Moyer, R. The Relation of Profit Rates to Operating Rates. 

Two important indices of performance in industry studies are the 
degree of utilization of productive capacity and some measure of 
rate of return. This study shows the interaction between these two 
performance criteria. It determines the impact of operating rates on 
profits using regression and correlation analysis. Slope coefficients are 
significant for each of the ten industry groups studied. 

The study also tests the effect of concentration ratios and enst 
structures on the slopes of operating rate—profit rate regression line. 
The first test finds a weak relationship between the variables ana¬ 
lyzed, the second, a stronger relationship. Jour Indus. Econ., July 
1968, 26(3), pp. 178-85 (English). Michigan State University, East 
I.ansing 


PoUAY, R. W. Customer Impulse Purchasing Behavior: A Reexam¬ 
ination. 

Essentially a review of “Customer Impulse Shopping Behavior” by 
David T. Kollat and Ronald T. Willett (Journal of Marketing Re¬ 
search, 4, Feb. 1967, 21-31), the author comments on the methodol¬ 
ogy, data analysis and conclusions of the original paper and offers 
suggestions for alternative means of analyzing the existing data. 

Beginning with a discussion of the nature of impulsive decision 
making, criticisms of the data collection methodology were made 
with appropriate recognition of the difficulties involved in conduct¬ 
ing field research on this topic. The attempt in the original paper to 
demonstrate that the data was not biased by the methods of re¬ 
search was conducted using a coefficient of correlation, a use the au¬ 
thor saw as inconclusive. 

To investigate the extent of “guinea pig” effect created by the re- 
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search methods, the author suggests alternative analyses using bi¬ 
nomial distributions as the means of testing the null hypothesis of 
equality between the experimental and control groups. In addition 
the auAor points out that the data could also be analyzed to iden¬ 
tify which subpopulations of the sampled respondents demonstrate 
this experimental effect and for which classes of products the experi¬ 
mental effect seems strongest. Jour. Marketing Research, Aug. 1968, 
5(3), pp. 323-25 (English). University of Kansas 

Abditti, F. D. On the separation of production from the developer. Jour. Bus. 
Univ. Chicago, July 19^,pp. 317-28. 

Babfou, B. and SaxAn, T. A study of the theory of hire purchase selling. 

Liilcetaloudellinen Aikakauskirja, 1968, 17 ( 1 ), pp. 8-29. 

Beckmann, M. J. Alternative approaches to the production programming prob¬ 
lem. Engin. Econ., spring 1968, pp. 173-87. 

Beem, E. and Isaacson, L. Schizophrenia in trading stamp analysis. Reply by 
C. S. Bell. Jour. Bus. Univ. Chicago, July 1968, pp. 340-46. 

BERGENDAitL, G. Capacity planning models for systems of plant and road in¬ 
vestments. Swedish Jour. Econ., June 1968, pp. 94-105. 

Boche, R. E. a formula for balance due at intermediate points of an amortiza¬ 
tion schedule, Engin. Econ., spring 1968, p. 188. 

BoBCHEns, D. R. Industrial applications of operations research. Econ. en Soc. 
Tijdschrift, April 1968, pp. 101-17. 

Bobchebs, D. R. The use of mathematical models in business. Econ. on Soc. 
Tijdschrift, April 1968, pp. 119-29. 

Boxes, J. Management education in the United Kingdom: a note on current de¬ 
velopments. Internat. Soc. Sci. Jour., 1968, 20(1), pp. 109-10. 

Bbien, R, H. and Staffohd, J. E. Marketing information systems; a new di¬ 
mension for marketing research. Jour. Marketing, July 19^, pp. 19-23. 
Bruce, G. D. and Dommebmuth, W. P. Social class differences in shopping 
activities. Marquette Bus. Rev., spring 1968, pp. 1-7. 

Chozieb, M. Tlie present convergence of public administration and large pri¬ 
vate enterprises, and its consequences. Internat. Soc. Sci. Jour., 1968, 20(1), 
pp. 7-16. 

Day, R. L. Preference tests and the management of product features. Jour. 
Marketing, July 1968, pp. 24-29. 

Dolguchtts, L. a. Pre-service and in-service managerial training for industry' 
and building in the Byelorussian S.S.R. Internat. Soc. Sci. Jour., 1968, 20(1), 
pp. 17-27 

Frank, R. E., Douglas, S. P. and Polli, R. E. Household correlates of "brand 
loyalty” for grocery products. Jour. Bus. Univ. Chicago, April 1968, pp. 237- 
46. 

Frenckneb, T. P. Development of operational management methods: what 
does it mean for the education of managers? Internat. Soc. Sci. Jour., 1968, 
20(1), pp. 28-34 

Haley, R. I. Benefit segmentation; a decision-oriented research tool. Jour. Mar¬ 
keting, July 1968, pp. 30-35. 

Herremans, a. I.a simulation au service des entreprises de distribution. Annales 
de Sci. Econ. Appliqu^es, .May 1968, pp. 121-M. 

Howard, J. A. and Sheth, J. N. A tlieory of buyer behavior. Riv. Internaz. di 
Sci. Econ. e Com., June 1968, pp. 589-614. 
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Lehtinkn, U. Paatos, paatdksentekD ja pwtosprosessi. (Decision, decision mak¬ 
ing and the decision-making process. With English summary.) Liiketaloudel- 
linen Aikakauskirja, 1968, 17(1), pp. 56-63. 

Ljungbehc, G. Industry and innovations. Skandinav. Bank. Quart. Rev., 1968 
(1), pp. 11-15. 

Meyeh, fi. F. Production plannii^, scheduling and control. Econ. en Soc 
Tijdschrift, April 1968, pp. 161-79. 

Nath, R. A methodological review of cross-cultural management research 
Intemat. Soc. Sci. Jour., 1968, 20(1), pp. 35-62. 

Oakfohd, R. V. AND Thuesen, G. J. The maximum prospective value criterion, 
Engin. Econ., .spring 1968, pp. 141-64. 

Okamoto, K. Evolution of cost accounting in the United States of America (II), 
Ilitotsuhashi Jour. Commerce & Management, April 1908, pp. 28-34. 

RouEnTSON, A. Imparting management thinking. Intemat. Soc. Sci. Jour., 1968 
20(1), pp. 63-76 

Rottenbehg, S. The distribution of “chit fund” gains and losses. Jour. Bus, 
Univ. Chicago, April 1968, pp. 246-50. 

Sakamoto, J. and Sommeh, J. Una propue.sta para determinar la existendi 
de ventajas en una integracidn industrial. Trimestre Econ., July-Sept. 1968 
pp. 423-46. 

SmTH, G. W. Analogies of cash flow concepts. Engin. Econ., spring 1968, pp. 
165-72. 

Stein, B. On decision. Econ. en Soc. Tijdschrift, April 1968, pp. 131-38. 

Stewart, R. Management education and our knowledge of managers’ job. 
Internal. Soc. Sci. Jour., 1968, 20(1), pp. 77-89. 

Sturdivant, F. D. and Ghanbois, D. H. Channel interaction: an institutional- 
behavioral view. Quart. Rev. Econ. & Bus., summer 1968, pp. 61-68. 

Tanouchi, K. The credit card business in Japan. Hitotsubashi Jour. Commerce 
& Management, April 1968, pp. 35-43. 

Telser, L. G. Some aspects of the economics of advertising. Jour. Bus. Univ 
Chicago, April 1968, pp. 166-73. 

Tull, D. S, and Rutemilleb, H. C. A note on the relationship of actual anc 
predicted sales and profits in new-product introductions. Jour. Bus. Univ 
Chicago, July 1968, pp. 385-87. 

UixMAN, J. C. Interfirm differences in the cost of search for clerical workers, 
Jour. Bus. Univ. Chicago, April 1968, pp. 153-65. 

VuHDON, W. A., McCoNNEii, C. R. AND Roesles, T. W. Advertising expendi¬ 
tures as an economic stabilizer: 1945-64. Quart. Rev. Econ, & Bus., summei 
1908, pp. 7-18. 

Wachteb, M. H. Management information systems. Econ. en Soc. Tijdschrift 
April 1968, pp. 139-59. 

Wasson, C. R. IIow predictable are fashion and other product life cycles? Jour. 
Marketing, July 1968, pp. 36-43. 

Wells, L. T., Jr. A product life cycle for international trade? Jour. Marketing 
July 1968, pp. 1-6. 

Young, Allan H. Alternative estimates of corporate depreciation and profits: 
Part II. Surv. Curr. Bus., May 1968, pp. 16-28. 



Industrial Organization; Government and Business; 
Industry Studies 

Crandall, R. Vertical Integration and the Market for Repair Parts 

in the United States Automobile Industry. 

The continued backward integration by United States automobile 
producers during a period of secularly-increasing demand provides 
an interesting exception to the expected relationship between verti¬ 
cal market structure and industry size. As an industry grows, we are 
led to believe that problems of bilateral monopoly power are eased 
to expect that firms will rely increasingly upon the price mechanism 
as adjacent competitive markets develop. 

While the United States automobile assemblers could conceivably 
purchase their components requirements from competitive suppliers, 
they are increasingly less inclined to do so. This behavior is ex¬ 
plained by the author to reflect an attempt by the assemblers to 
maintain market power in the sale of replacement components. By 
requiring their dealers to procure the assemblers’ genuine parts, 
through constant redesign of components, and by producing their 
own requirements, the assemblers are able to forestall entry into 
parts manufacture. 

Empirical data are drawn from three distinct periods in order to 
demonstrate that assemblers realize greater returns upon capital 
from parts manufacture than from vehicle assembly. In a later sec¬ 
tion, it is argued that the resulting price structure makes entry into 
vehicle manufacture more diflScult. Finally, in a mathematical ap¬ 
pendix, additional rigor is provided by fitting the analysis into the 
orthodox framework of a joint monopoly model. Jour. Indus. Econ., 
July 1968 196(3) pp. 212-34 (English). Massachusetts Institute of 
Technology 


Cross, J. G. A Reappraisal of Cost Incentives in Defense Contracts. 

This paper focuses upon the cost-incentive provisions which ap¬ 
pear in many defense procurement contracts. The analysis is primar¬ 
ily concerned with the influence of cost incentives upon eflScient 
contract performance, and the extent to which simple cost over¬ 
runs” or “underruns” may serve as indicators of contractor efBciency. 

947 
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Historically, cost overruns have been far less frequent and less 
substantial under incentive contracts than under cost-plus-fixed-fee 
contracts. This observation has been generally interpreted to indi¬ 
cate that cost performance under incentive contracts has been more 
efficient than under cost-plus-fixed-fee contracts. This conclusion, 
however, is based upon the supposition that the nature of the con¬ 
tract, the estimated and adjusted target cost, the profit rate, and the 
sharing rate are given parameters which are not affected by any ne¬ 
gotiations between the government and private contractor. The 
paper develops several possible alternative models of the situations, 
and tests their interpretations against several sets of Air Force and 
aggregate Defense Department contract data from various periods 
from 1953 through 1965. 

The major empirical findings suggest that rather than remaining 
constant, the aforementioned “parameters” are strongly influenced 
by contract negotiations and by the riskiness of the projects which 
are undertaken. Indeed, the preponderance of the evidence indi¬ 
cates that cost-incentive provisions tend to increase total contracting 
cost to the government more than they tend to increase efficiency. 
Western Econ. Jour., June 1968, 6(3), pp. 205-25 (English). Univer¬ 
sity of Michigan, USA 

Daicoff, D. W. and Macv, B. W, Defense Spending and Sub-State 

Economic Growth. 

An export base model was selected for an analysis of the impact 
of defense spending on sub-state income growth for nine SMSA’s in 
the Midwest. Using annual estimates of county personal income for 
the period 1950-1962, income is separated into exogenous and en¬ 
dogenous components. Estimates of the coefficients for the model 
and of the coefficients of correlation are produced. The t-test is used 
to test the validity of the estimates. Estimates of defense spending 
consisting of defense procurement, military wages and salaries, and 
Department of Defense civilian wages and salaries are calculated 
for each of the nine SMSA's. 

A lack of correlation is found between the rates of increase of de¬ 
fense spending and of exogenous income for the period of 1960-62. 
It was found that the contribution of changing levels of defense 
spending accounted for a large portion of the growth in one SMSA, 
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of somewhat lesser importance in four others, and a negative contri¬ 
bution in the other two SMSA s. Jour. Reg. Set., Summer 1968, 8(1), 
pp. 95-100 (English). The University of Kansas and Midwest Re¬ 
search Institute, USA 


Evans, M. K. An Industry Study of Corporate Profits. 

In this paper a function for corporate profits is developed in 
which gross profits depend positively on unlagged current dollar 
sales and capacity utilization rates, and negatively on lagged sales; 
this function is tested for all two-digit manufacturing industries. The 
main part of this paper examines the differences among various in¬ 
dustries, with the emphasis on the differences between those indus¬ 
tries that are mainly competitive and those that are oligopolistic in 
structure. It is found that for competitive industries, labor costs are 
positively related to profits, while for oligopolistic industries they 
were either uncorrelated or negatively related to profits. For com¬ 
petitive industries, lagged sales have a strong negative influence on 
profits, since high sales in one year lead to new entrants next year 
and a resulting loss of profits. For oligopolistic industries the nega¬ 
tive effect of lagged sales is much smaller when unit labor costs are 
taken into account, although they still may have some effect because 
of higher fixed costs (closely relating to higher sales) which cannot 
be passed on. Capacity utilization is an important determinant of 
profits for competitive industries, while it is not nearly as important 
for oligopolistic industries, although there too it is sometimes signifi¬ 
cant. Overall, the most important determinant of profits is found to 
be current dollar sales: in this respect movements in both prices and 
output are quite important. Unit labor costs and average productiv¬ 
ity are not important determinants of profits unless changes in these 
variables do not result in concomitant changes in product prices. 
This is the case only in a few oligopolistic industries. Finally, in the 
context of a complete model, a rise in unit labor costs reduces profits 
slightly, but only by one third as much as will be the case if there 
are no price changes. Real gross national product is unaffected by 
the change in unit labor costs, but current dollar gross national 
product rises almost the full amount of the wage increase. Econome- 
trica, Apr. 1968, 36(2), pp. 343-64 (English). University of Pennsyl¬ 
vania 
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Felton, J. R. Technological Change and Internal Economics in 

Railroad Transport: Some Implications for the Great Plains. 

The failure of the railroads in recent decades to maintain either 
their relative position among the transportation industries or their 
absolute capital investment does not necessarily presage a contin¬ 
uing withdrawal of resources from the industry. Not only do re¬ 
ported rates of return generally understate the actual rates, but also 
recent innovations have improved expectations with respect to the 
future. The unit train, which has both improved service and 
markedly reduced costs per ton-mile, is of special relevance to a re¬ 
gion heavily dependent upon the exportation of grain to distant 
markets. Furthermore, owing to the comparatively low trafBc den¬ 
sity of the railroads traversing the Great Plains, the merger of paral¬ 
lel routes would also appear to promise operating economies to an 
extent not realizable in other sections of the country. Am. Jour. 
Agric. Econ., Aug. 1968, 50(3), pp. 720-33 (English). University of 
Nebraska 


Gauthieb, H. L. Transportation and the Growth of the Sao Paulo 

Economy. 

The objectives of the study are (1) to analyze changes in the 
structural properties of the Sao Paulo highway network during the 
period 1940 to 1960, and (2) to determine the relationship between 
changes in network accessibility and the growth of urban centers. 

To consider the impact of improvements in highway transporta¬ 
tion on the structmal properties of the network, the network is ab¬ 
stracted as a graph and subjected to a graph-theoretic analysis of ac¬ 
cessibility, To reduce the loss of empirical information, the network 
is considered in terms of a valued graph, with linkages being weighed 
acc-ording to (1) distance, (2) type of road, and (3) changes in 
line-haul costs resulting from modal improvements. To understand 
the structural pattern of the network, the accessibility surfaces are 
subjected to a principal axis factor analysis, and the resulting eigen¬ 
vectors are interpreted as the basic structural dimensions of the net¬ 
work. 

The results of the analysis of network structure form the basis for 
answering questions as to the extent changes in network accessibility 
are related to the economic growth or urban centers. Operationally, 
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the structural dimensions of the accessibility surfaces provide mea¬ 
sures of network accessibility at a subregional scale. Measures of 
urban growth are provided by the surrogates of urban population, 
value added by manufacturing, and value of retail sales. By using 
canonical correlation, the relationships between the two sets of mea¬ 
sures are determined. The results of the canonical correlation sug¬ 
gest some basic objectives of the governmental policy behind high¬ 
way construction and improvement are being realized. There is a 
general tendency for highway development to lead economic growth 
in an unbalanced relationship in which changes in network accessi¬ 
bility in one period affect the geographic patterns of regional 
growth in urban population and manufacturing in a subsequent pe¬ 
riod. Jour. Reg. Set., Summer 1968, 8(1), pp. 77-94 (English). Ohio 
State University, USA 


Horowitz, I. and Horowitz, A. Entropy, Markov Processes and 

Competition in the Brewing Industry. 

An earlier paper discussed trends in demand and concentration in 
the U.S. brewing industry. The following suggestions emerged; (1) 
The pronounced decline in the brewing population primarily re¬ 
sulted from the inability of the less efficient smaller brewers to with¬ 
stand the competitive pressures exerted by the larger firms given 
fairly fixed industry demand; and (2) the increase in concentration 
in brewing reflects the exodus of smaller and medium sized firms 
from the industry and this trend will likely continue; but (3) 
competition has been maintained through the emergence of many 
economically healthy firms who of necessity will actively compete 
for their share of industry demand. 

The present paper presents additional fuel to support these argu¬ 
ments. In particular, the analogy is drawn between entropy and in¬ 
dustrial concentration. Concentration in the brewing industry be¬ 
tween 1944 and 1964 is then analyzed with respect to this measure. 
A rather unique picture of the trends and degree of concentration 
and competition in the industry evolves from this analysis. Further, 
a transition probability matrix involving most of the leading brewers 
is derived. This matrix reflects intraindustry shifts in market shares. 
An analysis of the transition probabilities clearly reveals the likely 
prospect of the continuing disappearance of the vast majority of the 
smaller brewers as well as the continuing strengthening in the posi- 
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tion of the growing regional brewers. Jour. Indus. Econ., July 1968, 
i6(3), pp. 196-211 (English). Indiana University 


Howtiey, E. P. and Quandt, R. E. The Dynamics of the Number of 
Firms in an Industry 

Changes in the number of firms in an industry are customarily ex¬ 
plained on the basis of the assumption that if actual profit exceeds 
normal profit entry will take place, and if actual profit falls short of 
normal profit exit occurs. The present paper attempts to formalize 
this process on the basis of a number of simplifying assumptions 
such as (a) marginal cost functions are increasing, (b) demand 
functions are downward sloping, and (c) all firms have the same 
cost functions. The model combines instantaneous profit maximiza¬ 
tion with the dynamic assumption that the rate of change of the 
number of firms is proportional to the difiFerenee between actual and 
normal profit. The stability of this process Is analyzed in a variety of 
circunjstances, such as in the presence of expectations and external 
effects. Tlie process is found to be globally stable in almo.st all cases 
(except, possibly, in the presence of external economies). Rev. 
Econ. Studies, July 1968, 35-3(103), pp. 349-53 (English). Princeton 
University 

Kim, S. Interregional Differences in Neutral EfiBdency for Manu¬ 
facturing Industries: An Empirical Study. 

In spite of the mounting literature on production functions in re¬ 
cent years, interregional comparison of technological efficiency has 
received little attention. To test the hypothesis that the degree of in¬ 
dustrial diversification causes interregional differences in neutral ef¬ 
ficiency, the production function of the Cobb-Douglas form is esti¬ 
mated for each two-digit manufacturing industry in the United 
States for the year 1958 with the index of specialization as a modi¬ 
fier. The function is: 

Qi = A,Kj»L,<»S,» 

where Qj, Kj, and Lj are the output, capital and labor inputs, re¬ 
spectively, for industry j, and Sj is the index of specialization for 
region. 

Of the nineteen industries studied, we find six industries whose 
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productivity is favorably affected by industrial diversification and 
three industries which are adversely affected. For many of the re¬ 
maining industries, the statistical results are inconclusive because of 
possible misspecification errors. Jour. Reg. Set., Summer 1968, 8(1), 
pp. 19-27 (English). University of Hawaii, Honolulu, USA 


MacKay, D. I. Industrial Structure and Regional Growth: A 

Methodological Problem, 

This paper examines the relationship between industrial structure 
and regional growth. In particular, it investigates the technique 
presently employed to measme the extent to which differences in re¬ 
gional growth rates are caused by regional differences in industrial 
structure. Previous studies in Britain have used changes in employ¬ 
ment as their yardstick of regional growth, the distribution of em¬ 
ployment by industries being taken as the measure of industrial 
structure. TTie method used can be briefly de.scribed as follows. If 
there are two regions, A and B, a hypothetical growth rate is com¬ 
puted for A on the assumption that each industry' in A showed the 
same percentage change in employment as that experienced in B. 
The comparison of the hypothetical and the actual growth rate of 
employment in A is held to demonstrate the influence of structural 
factors. 

This method poses a number of problems. The growth of employ¬ 
ment by region may not be a satisfactory proxy for the growth of 
regional incomes, the ‘industries’ chosen for statistical convenience 
may conceal inter-regional differences in product structure and the 
existing statistical series may not provide an accurate count of re¬ 
gional employment hy industry. More important, however, tlie tech¬ 
nique employed is based on the implicit, and unwarranted, assump¬ 
tion that within each region each industry is independent of any 
other industry. No account is taken of the regional income multiplier 
or of regional input-output relationships. This weakness would still 
be apparent if data on net income by industry was substituted for 
data on employment. In short, industrial structure is likely to have 
been a more important determinant of different regional growth 
rates in Britain than has been suggested in previous investigations of 
this problem. Scottish Jour. Pol. Econ., June 1968, 15(2), pp. 129-43 
(English), University of Glasgow, UK 
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Mossin, J. Merger Agreements: Some Game-Theoretic Considera¬ 
tions. 

The paper gives an elementary discussion of company mergers 
from the point of view of game theory. It is shown how the problem 
of allocating ownership of a merged company among the owners of 
the merging companies can be formulated as an n-person game in 
characteristic function form. TTie role of the core of such a game is 
developed; then conditions for a determinate solution in the sense of 
an arbitration scheme (a Shapley value) is discussed in detail. Most 
of the argument is carried out in terms of numerical examples with a 
minimum of game-theoretic technicalities. Jour. Business, Oct. 1968, 
41(4), English. Norwegian School of Economics and Business Ad¬ 
ministration, Bergen 


Nadim, M. I. The Effects of Relative Prices and Capacity on the 

Demand for Labor in the U.S. Manufacturing Sector. 

A survey of the literature on the determinants of the level of em¬ 
ployment in the U.S. manufacturing sector suggests that the follow¬ 
ing thiee factors are neither properly specified nor explicitly consid¬ 
ered in determining the employment behavior. These factors are: 
the role of relative factor prices when they are properly measured; 
the use of a measure of capital reflecting the flow of services rather 
than the stock of capital, and the estimation of the adjustment fac¬ 
tors influencing the pattern of employment behavior over time and 
adequate specification of the lag structure of the employment func¬ 
tions. 

In this paper an attempt is made to specify the role of these fac¬ 
tors in determining the level of employment in the U.S. total manu¬ 
facturing sector. An employment function based on the neoclassical 
theory of factor demand is derived and an attempt is made to prop¬ 
erly define the user cost, to delineate the role and magnitude of the 
substitution and scale factors, and to specify the lag structure of tlie 
employment function. The model is fitted to the quarterly data for 
total manufacturing for the period 1948-1 to 1960-IV and the esti¬ 
mating equation is used to forecast behavior of man-hours and em¬ 
ployment for the period 1961-1 to 1964-IV. The results indicate that: 
relative factor prices and rate of utilization of capital significantly 
affect the behavior of labor input, the adjustment process of the 
model is consistent with a Pascal lag mechanism and the equation is 
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a CES employment function which is characterized by a low elastic¬ 
ity of substitution. Rev. Econ. Studies, July 1968, 35-3(103), pp. 
273-88 (English). National Bureau of Economic Research, Inc., 
New York 


Nelson, R. R. A “Diffusion” Model of International Productivity 

Differences in Manufacturing Industry. 

Part I of this study explores certain important difficulties with ex¬ 
isting formal theory purporting to explain international differences 
in output per worker, manufacturing, particularly differences in de¬ 
veloped and underdeveloped countries. It is pointed out that the 
neoclassical (usually CES) models in vogue are able to explain only 
about half of the differences in output per worker and across coun¬ 
tries by differences in the capital-labor ratio alone. Addition of a 
skill composition of the labor force variable helps somewhat but the 
basic model still falls far short of complete explanation. The conclu¬ 
sion would appear to be that some of the basic assumptions of the 
neoclassical model need to be abandoned. 

Part II presents a theoretical case for abandoning two central as¬ 
sumptions of that theory—that all firms can be considered as on the 
same neoclassical production function, and that factor markets are 
perfect and competitive. Basically, the argument is that manufactur¬ 
ing development should be modeled as an inter and intra nation dif¬ 
fusion of technology process. Such a model is developed and is 
shown to be more consistent with the international productivity 
difference data than the neoclassical model. In addition the diffusion 
model generates certain other interesting predictions regarding the 
details of differences between a manufacturing sector in a more and 
less developed country. 

Part III presents an empirical analysis of Colombia and United 
States productivity differences which supports the argument of Part 
II. Am. Econ. Rev., Dec. 1968, 58(5) English. The RAND Corpora¬ 
tion and Yale University, USA 


Rottenbebg, S. The Clandestine Distribution of Heroin, Its Dis¬ 
covery and Suppression. 

The article presents an analytical treatment of the illegal trade ir. 
heroin in the United States with special attention given to the orga- 
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uization of clandestine enterprise, the market for the service of po 
lice inaction, and the allocation of police resources. The author dis 
cusses the concealment strategies of criminal firms, the principles o 
choice among alternative criminal activities, hypotheses explaining 
the dilution of heroin, incentives for tlie purchase by criminals of in 
action by die police and strategies for diminishing the probabilit;, 
that such transactions occur, the price structme for information, anc 
principles for the allocation of law enforcement inputs in the her 
oin-trade-prevention industry. Jour, Pol. Econ., Jan-Feb. 1968 
76(1), pp. 78-90 (English). Ehike University 


Tayi,oh, R. D. and Pasto, J. K. An Economic Model of Vertica 

Integration and Multiple Pricing Based on the Maple Sirup In 

dustry. 

This paper presents an economic model of vertical integration anc 
multiple pricmg based on a case study of the maple industry. Mar¬ 
keting methods of maple syrup producers are used to illustrate the 
competitive position of agricultural producers who sell products o 
equal quality directly to consumers, to retail outlets, and to manu¬ 
facturers, at different levels of the production, processing, and mar 
keting chain. Price differentials between markets exceed differencei 
in marketing costs. 

Behavior similar to maple syrup producters is observable in othei 
agricultural industries. Some milk producers have jug operation; 
along with wholesale outlets, egg, vegetable, fruit, and nut produc 
ers along with greenhouse operators often retail, wholesale to retai 
outlets, and ofler their products to brokers, some livestock producer, 
are integrated through retail outlets. 

Economists usually propose that agricultural producers are pure 
competitors. Behavior of producers practicing multiple pricing, how¬ 
ever, varies between differentiated oligopoly and pure competitior 
depending on market mix. Agric. Econ. Research, July 1968, 20(3) 
pp. 101-06 (English). Taylor, St. Louis, Mo. and Pasto, Colleg 
Park, Pa. 

Topham, N. Road Passenger Transport in Unremunerative Areas. 

This article examines the structure, the viability, and the pros¬ 
pects of road passenger transport in non-urban areas. There are al- 
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most five thousand operators in Great Britain; the great majority are 
small, and tliree State-associated companies provide most of the 
stage services. The viability of the industry is tenuously based on a 
system of cross-subsidisation between urban and non-urban areas. 
Services have declined since tlie mid-’fifties, and may have widened 
the disparity of educational and employment opportunities between 
the two areas, despite the fact that the decreases were more than 
compensated for by increases in private motoring. The increased 
market share of private motoring is partially explained by (1) a 
more favourable price trend, (2) its being economical with time, 
and (3) the demonstration effect. Improved services affect the use- 
age but not the acquisition of cars. Forecasts of future acquisition 
rates for private motoring imply a threat to the basis of cross-subsi¬ 
disation. There appears to be little opportunity of improvement by 
widening the base for cross-subsidisation to include other services 
than stage services; for such a device would yield less than, for ex¬ 
ample, a remission of the tax on fuel oil, and would not amount to a 
lasting remedy. Other suggestions have advocated widening the 
base so as to include private motoring and ancilliary trades. But 
cross-subsidisation of this nature clearly has problems for the alloca¬ 
tion economist. Reorganisation of the industry into more viable areas 
also raises welfare issues. Urban operators are aware that their 
more-profitable services are in congested low-wage districts, indicat¬ 
ing the possibility of a disguised and regressive redistribution of in¬ 
come being included in any scheme incorporating cross-subsidisa¬ 
tion. Assessments of viability should be isolated, and include consid¬ 
erations of social costs and benefits. Yorkshire Bull. Econ. Soc. Re¬ 
search, May 1968, 20(1), pp. 1-12 (English). University of Hull 


Walton, C. Speculations on the Soulful Corporation. 

Western societies have always had rough-hewn ideas of what con¬ 
stituted business’ social responsibilities. There was the casa ideology 
of the Middle Ages and the “millenarian” philosophy of early nine¬ 
teenth-century America. Historically the emphasis was always on in¬ 
dividual responsibility and tlie rationale was usually derived from a 
religious source. 

With the advent of large corporations it was presumed that man¬ 
agers, as hired agents of stockholders, had one primary goal: maxi¬ 
mizing profits and the equitable distribution thereof to owners. Dur- 
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ing the post-war period there has been a gradual erosion of this his¬ 
toric doctrine. Corporate soda! responsibilities now refer to the will¬ 
ingness of executives to employ organizational resources to meet 
such problems as the needs of the ghettos, the financial plight of 
higher education, the cultural life of the community, etc. These 
managerial actions have been usually undertaken without specific 
mandate from shareowners, without compulsion from the law, and 
without clearly expressed demands from other voluntary associations 
in the society. 

How are such activities explained and justified? Theoretical for¬ 
mulations come from efforts to enlarge the established theory of the 
firm to accommodate the interplay of internal and external forces. 
The approach is positivistic and the rationale is usually some varia¬ 
tion of enlightened self-interest. But is a new rationale emerging 
when Theodore Sorenson argues that enlightened self-interest is not 
the sole answer because there are higher obligations and broader 
motivations beyond economic benefits? May the normative sciences 
make a distinct contribution to this new rationale? Rev. Soc. Econ., 
March 1968, 26(1), pp. 1-25 (English). Columbia University, USA 

Benoit, E. Ending the arms race as an economic problem. Riv. Internaz. di 
.Sci. Econ. e Com., June 1968, pp. 535-49. 

Bergman, L. F. Technological ^ange in South African manufacturing industry, 
1955-1964. So. Afr. Jour. Econ., March 1968, pp. 3-12. 

Bocalut, a. Contribution A I’Atude du choix des investis.sements publics. 

Annalcs de Sci. Econ. Appliqu^es, May 1968, pp. 201-12. 

Demsetz, H. Wliy regulate utilities? Jour. Law & Econ., April 1968, pp. 55-65. 
Detry, P. Lcs transports en commun A Bruxelles. Annales de Sci. Econ. 
Appliqufe, March 1968, pp. 23-77. 

Detry, P. Les transpoits en commun k Bruxelles (suite et fin). Annales de Sci. 

Econ. AppliquAes, May 1968, pp. 157-99. 

Evans, M. K. An industry study of corporate profits. Econometrica, April 1968, 
pp. 343-64. 

Garcia Lamiquiz, F. Transporte y desarroUo econdmico. Rev. de Econ. Pol., 
Sept.-Dee. 1967, pp. 5-72. 

Grue, O. The future of shipping and shipbuilding. Nationalpk. Tids., 1967, 
105(5-6), pp. 236-47. 

Gupta, K. R. Profit making in public undertakings. Asian Econ. Rev., Feb. 
1988, pp. 113-131. 

Jones, R. M. The direction of industrial movement and its impact on recipient 
regions. Man. School Econ. Soc. Stud., June 1968, pp. 149-72. 

Langholm, O. Industrial pricing: the theoretical basis. Swedish Jour. Econ., 
June 19^, pp. 65-93. 

Mann, J. K. and Yett, D. E. iTie analysis of hospital costs: a review article. 

Jour. Bus. Univ. Chicago, April 1968, pp. 191-202. 

Mabinescu, F. Comertul de confectii: factori de influenza. (The garment trade: 
influence factors. With English summary.) Comertul Modern, Jan. 1968, pp. 
28-33. 
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Mosich, a. N. Retroactive poolings in corporate mergers. ]out. Bus. Univ. Chi¬ 
cago, 1968, pp. 352^2. 

Penrose, E. T. The movement of crude oil prices immediately after the Second 
World War: an interpretation of economic history. Middle East Econ. Papers, 
1907, pp. 109-21. 

Price, M. E. Government policy and economic security for artists: the case of 
the droit de suite. Yale Law Jour., June 1968, pp. 133S-66. 

Rowley, C. K. Mergers and public policy in Great Britain. Jour. Law & Econ., 
April 1968, pp. 75-132. 

Economies as an antitrust defense. Comment by P. Ross; reply by O. E. Wil¬ 
liamson. Am. Econ. Rev., Dec. 1968. 

Lognormality and concentration. Comment by R. E. Quandt; reply by I. H. 
Silberman. Am. Econ. Rev., Dec. 1908. 



Land Economics; Agricultural Economics; Economic 
Geography; Housing 

Abiodun, J. O. Central Place Study in Abeokuta Province, South¬ 
western Nigeria. 

A careful analysis of the central functions offered in each settle¬ 
ment provides a useful approach in testing the validity of the hierar¬ 
chical concept of central places in Abeokuta province. Southwestern 
Nigeria. In a technologically backward economy there arises the 
need not only to distinguish between the level of services but also to 
maintain a balance in the economic, social, administrative and cultur¬ 
al types of functions selected. The 81 settlements and 30 central 
functions considered were subjected to a quantitative analysis. 
Using a least distant’ grouping technique, we have logically and 
methodologically identified five distinct groups in the hierarchy of 
centers in the province. The divergence of the hierarchical system 
from the theoretical fixed K postulate is explained by historical and 
geographical factors in the evolution of the present-day pattern of 
settlements. The rural character of the province is revealed by the 
fact that only 34 per cent of the total population are domicile in the 
eighteen urban centers. Their spatial distribution is illustrated. 

The wide gap in functional complexity between the first and sec¬ 
ond order centers and the observed general imbalance in the distri¬ 
bution of services are attributed to (a) the unplanned nature of the 
economy, (b) the influence of pob'tical considerations in the provi¬ 
sion of services, and (c) the general lack of the necessary capital 
investment for development. 

The regression equation; Log population = 0.086CF 4- 3.20.54 re¬ 
veals a zone with population below 1,500 where there is no correla¬ 
tion between pop^ation and central functions. The rate of emer¬ 
gence of one central function per population: 1,940, reflects the low 
level of economic and social development and of economic organiza¬ 
tion in the area. 

In the concluding section, suggestions are made concerning the 
role of modernized agriculture and of industrialization as means of 
combating the rising trend of unemployment in the urban centers, 
within the framework of a planned economy. Jour. Reg. Sci., Sum¬ 
mer 1968, 8(1), pp. 57-76 (English). Queen Mary College, Univer¬ 
sity of London, England 
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Ady, P. Supply Functions in Tropical Agriculture. 

This paper begins with an examination and critique of supply 
models in tropical tree crops, as exemplified by studies of cocoa, no¬ 
tably those by Bateman and by Behrman which are based upon the 
Nerlove price expectations hypothesis. An alternative model, intro¬ 
ducing a capital stock adjustment factor, is then developed and 
tested for cocoa in Ghana and Nigeria and for coffee in Uganda. 
The relationship between the various models is fully set out in math¬ 
ematical appendices. Bull. Oxford Inst. Econ., May 1968, 30(2), pp. 
157-89 (English). Oxford University 


Baker, C. B. Credit in the Production Organization of the Firm. 

It is argued that the equilibrium conditions traditionally used by 
economists must be modified to provide criteria for optima useful to 
the firm. Important modifications are associated with liquidity at¬ 
tributes of the firm organization. Credit, defined as borrowing ca¬ 
pacity, constitutes an important source of liquidity. Accordingly, 
borrowing generates a cost from loss of liquidity as well as from in¬ 
terest charges on loans. Modifications are suggested in the relevant 
optimizing criteria relating to the firm to account for liquidity losses 
associated with borrowing. Finally, the modifications are reflected in 
models and observational techniques suggested to make the concep¬ 
tual notions operationally useful. Am. Jour. Agric. Econ., Aug. 1968, 
50(3), pp. 507-20 (English). University of Illinois, Urbana 


Bates, T. H. The Long-Run Eflficiency of United States Sugar Policy. 

The adequacy of future sugar availabilities for United States con¬ 
sumption requirements since the 1960 embargo on Cuban sugar is a 
matter of continuing concern. This article gives estimates of the 
long-run effects of this embargo on the world and the United States 
sugar economies as well as of the eflSciency of current United States 
long-run sugar supply policy. Long-run supply and demand func¬ 
tions were estimated and a general equilibrium competitive model 
was constructed. Comparison of tlie results of this competitive 
model with projected results of the present United States sugar sup¬ 
ply program demonstrates the potential economic ineflSciencies of 
the program. Am. Jour. Agric. Econ., Aug. 1968, 50(3), pp. 521-35 
(English). San Francisco State College 
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Behbman, J. R. Monopolistic Cocoa Pricing. 

Although attempts to indroduce international regulation as a de¬ 
vice to benefit cocoa producing countries have failed in the past five 
years, considerable pressure remains to try again. In this study, esti¬ 
mates are formed of the probable changes in some of the relevant 
variables if an international monopolistic cocoa pricing agreement 
were implemented. On the basis of new estimates of cocoa supply 
and demand relations, effects of the hypothetical institution of dis¬ 
criminatory monopolistic pricing in 1964 are examined. Such an 
agreement would have resulted in marginal, although possibly im¬ 
portant, additions to the leading cocoa producing countries' com¬ 
mand over external resources, but stock accumulation or surplus dis¬ 
posal problems might be troublesome, and long-run supplies would 
increase substantially unless producers were effectively isolated from 
the world market. Am. Jour. Agric. Econ., Aug. 1^8, 50(3), pp. 
702-19 (English). University of Pennsylvania 


Benham, L. Maubizi, A. and Reder, M. W. Migration, Location 
and Remxmeration of Medical Personnel; Physicians and Den¬ 
tists. 

This study relates both the absolute number and number per cap¬ 
ita of medical personnel in different states to various economic char¬ 
acteristics. The economic characteristics studied are: population, per 
capita income, volume of training facilities, degree of urbanization, 
per cent of apphcants for licensure failing examinations, and aver¬ 
age income of medical personnel. Linear regression equations were 
estimated relating numbers of medical personnel to the aforemen¬ 
tioned characteristics; these regressions refer both to cross-sections 
for the decennial years 1930, 1940, 1950 and 1960 and to intertem¬ 
poral variations between various pairs of these years. These regres¬ 
sions show that the number of medical personnel in a state strongly 
depends upon its population and, to a lesser degree, upon its per 
capita income; the other variables exert a weaker and less consistent 
influence. 

Regressions of average income for medical personnel were run, 
both for cross sections and for intertemporal changes between de- 
cermial years. In these regressions, the R“’s are much lower than in 
the regressions of numbers of medics; this reflects both the poor 
quality of the data on income of medical personnel, and the effect of 
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(partial) adjustment to differential earnings via migration of medi¬ 
cal personnel. 

In the cross-sections there was a consistent positive association of 
relative earnings of medical personnel and state per capita income. 
For dentists, but not physicians, there was strong indication of a 
positive association of relative failure percentage on licensure exami¬ 
nation with relative average income, sugge.sting an entry restriction 
effect. The intertemporal regressions indicate that the interstate 
movement of medical personnel tended to reduce “non-compensat¬ 
ing” differences in their earnings. 

All of the above regressions were fitted to single equation models 
by ordinary least squares. We also experimented with a two equa¬ 
tion model for physicians in 1949. The equations were fitted by 2 
stage least squares, and the estimated coefficients had the expected 
signs. Rev. Econ. Stat., Aug. 1968, 50(3), English. University of Chi¬ 
cago, University of Iowa, Stanford University 


Berry, R. A, and Soligo, R. Rural-Urban Migration, Agricultural 
Output and the Supply Price of Labour in a Labour Surplus Econ¬ 
omy. 

This article argues that the conditions under which a constant ag¬ 
ricultural output in the face of labour withdrawal, and a horizontal 
supply curve of laboiu from the traditional to the modem sector of a 
dual economy can be expected are less general than is often as¬ 
sumed. Such results would be unlikely in the absence of an effective 
government taxing policy. Given any of peasant proprietorship, 
share-cropping, or fixed rentals as the form of tenancy it is found 
that a transfer of labour from agriculture to the modem sector will 
lead to a fall in agricultural output unless a) leisure is an inferior 
good, b) there is leisure satiation, or c) leisure and food are perfect 
substitutes, with a fixed marginal rate of substitution for all levels of 
real income within the relevant range. At least one of these condi¬ 
tions is necessary (but not always sufficient) whether the marginal 
productivity of labour is equal to or greater than zero. 

When wage labour predominates, total output will remain con¬ 
stant in the face of labour withdrawal as long as the marginal pro¬ 
ductivity of laboiu is zero and the employers can force the labourers 
to work longer hours for the same income. 

With peasant proprietorship, share-cropping, or fixed rental pay- 
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ments, the supply curve of labour to the modem sector (defined In 
terms of labour offered as a function of the hourly wage rate) al¬ 
ways has a positive slope except in the case where the worker can 
choose the nmnber of hours he wishes to work in the modem sector 
and he is satiated with leisure. Under the case of wage labour, the 
supply curve to the modem sector may have any of a whole range of 
possible shapes. It may even be downward sloping and would only 
rarely be horizontal. Oxford Econ. Papers, July 1968, 20(2), pp. 
233-52 (English). Yale University 


Bobst, B. W. and Waananen, M. V. Cost and Price Benefits of 

Concentration Restrictions in the Plant Location Problem. 

Restrictions which prevent monopolization of spatial markets are 
imposed on the plant location problem for agricultural processing 
industries. The antitmst laws are assumed to he the source of these 
restrictions. Restricted and unrestricted solutions for an example 
problem and for the fluid milk processing industry in the state of 
Washington are compared. The restraints are shown to alter spatial 
organizations in such a way as to increase industry costs, but they 
also reduc'e the latitude for spatial price discrimination which may 
exist in unrestricted organizations. Am. Jour. Agric. Econ., Aug. 
1968, 50(3), pp. 676-86 (English). University of Kentucl^: and 
Washington State University 


Casexti, E. Optimal Interregional Investment Transfers. 

In this paper optimal investment flows are investigated within the 
context of a multiregional mathematical model. Investment flows are 
defined as optimal when they maximize an aggregate consumptions’ 
utility functions. The pattern of optimal interregional investments is 
determined by interplay of two competing factors; the comparative 
marginal productivity of investments in different regions and the de¬ 
creasing marginal utility of consumptions. Given two regions with 
umform incomes and consumption levels and unequal investment 
productivities, optimal investments will tend to flow into the most 
productive region, where they can bring about the greatest increase 
in income, and consequently, in consumption. However as consump¬ 
tion in the more productive region increases, its utility increases at a 
decreasing rate up to the point when the increase in utility conse- 
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quent to further investments is smaller than the one that would be 
obtained in a region where the investment productivity is low but 
the consumption levels are even lower. Consequently a time se¬ 
quence of optimal investment flows is characterize at first by a flow 
of capitals into the region where they are more productive, and sub¬ 
sequently by a reversed flow of capitals into the less productive re¬ 
gion. This reversal of optimal interregional investments and its im¬ 
plications are the main object of the paper. Jour. Reg. Sci., Summer 
1968, 8(1), pp. 101-07 (English). Ohio State University, USA 

Chennabeddy, V. AND JOHNSON, G. L. Projections of Age Distribu¬ 
tion of Farm Operations in the United States Based Upon Esti¬ 
mates of the Present Value of Income. 

The increase in the average age of farm operators in the United 
States since 1920 is pronounced. Several studies have been made of 
the age of farm operators and have projected the age distribution of 
farm operators in 1970. This article is based on the premise that the 
acquisition cost of labor of the agricultural industry for younger 
workers and the corresponding salvage value for older workers par¬ 
tially determine movements into and out of farming. Present values 
of future income streams for hired laborers at 25 and 45 years of age 
in farming and in four nonfarm occupations are estimated and used 
in constructing an independent variable in the farm operator supply 
models. Projection of the age distribution of farm operators in 1970 
suggests that increases in the average age of farm operators will 
continue and that this trend will be more pronounced than antici¬ 
pated in earlier studies. Am. ]our. Agric. Econ., Aug. 1968, 50(3). pp. 
606-20 (English). Saginaw Valley College, and Michigan State Uni¬ 
versity, East Lansing, Michigan 


Crocker, T. D. Some Economic Aspects of Air Pollution Control. 

Rather impressionistic evidence is available to support the conten¬ 
tion that a relative absence of air pollution is a superior economic 
good. Contrary therefore to much of the public discussion suggest¬ 
ing that increased pollutant loadings and higher standards of living 
are immutably related, the willingness to substitute cleaner air for 
other goods seems to increase as per capita incomes increase. How¬ 
ever, the air resource’s common property aspects and the public 
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goods difficulties associated with receptor coalitions strongly inhibit 
the possibility of this increased willingness being acknowledged in a 
market. Actual pollutant loadings thus became nearly synonymous 
with potential pollutant loadings, where potential loadings are de¬ 
fined as the loadings occurring when the air’s waste disposal abilities 
can be treated as free goods. Though the assignment of property 
rights to these abilities to a single agency changes the form of the 
common property and public goods problems, the costly acquisition 
of information about individual emitter and receptor utility and pro¬ 
duction functions as well as their aggregation is necessary. Without 
complete information on these functions, there is no a priori reason 
why the oft-recommended effluent charge based on receptor dam¬ 
ages will attain and maintain an optimum any better than an am¬ 
bient air standard. Tlie standard, in fact, has economic advantages 
in that its use does not require the continuing costly acquisition and 
analysis of infonnation and it removes receptor and emitter recipro¬ 
cal interdependency by providing certainty about future maximmn 
pollutant loadings. Natural Resources Jour., Apr. 1968, 8(2), pp. 
236-58 (English). University of Wisoonsin-Milwaukee, USA 

Cummings, Jr., R. W. Effectiveness of Pricing in an Indian Wheat 

Market: A Case Study of Khanna, Punjab. 

An important issue in food grain marketing in India concerns the 
effectiveness of competition, but there is little empirical research on 
which to evaluate the issue. This article analyzes pricing effective¬ 
ness in one private wholesale wheat market in north India by com¬ 
paring average seasonal and spatial price differences with estimated 
storage and transport costs. The comparisons indicate that corre¬ 
spondence between average price movements and average cost 
differences was reasonably close. Am. Jour. Agric. Econ., Aug. 1968, 
50(3), pp. 687-701 (English). University of Illinois 

Eshag, E. and Kamal, M. A. Agrarian Reform in the United Arab 

Republic (Egypt). 

This paper is the second of two articles devoted to an analysis of 
the agrarian reform in U.A.R. (Egypt) since 1952. The first article 
was concerned with one particular aspect of the land reform, 
namely, the reform of the rural credit system in Egypt, Bulletin, 
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May 1967. The present paper is more comprehensive and covers in 
as much detail as the available data would permit all the important 
aspects of the agrarian reform policy. 

The paper starts by explaining the legal framework of the land re¬ 
form policy. This consisted of the laws and decrees which deter¬ 
mined the pattern of requisition and distribution of land and regu¬ 
lated the landlord-tenant relations. In the following section the article 
discusses the large number of measures taken by the authorities— 
designated “supplementary measures”—to ensure the success of the 
land reform policy. In the tliird and last substantive section of the 
paper, the impact of the agrarian reform policy on land yields and 
production and on the income of the various groups of rural popula¬ 
tion are analysed; in addition, the problem of the rapid growth in 
population is briefly examined. 

The main conclusion emerging from the article is that the agrar¬ 
ian reform programme in Egypt has been very successful in terms of 
its economic and social objectives of raising agricultural yields and 
production and improving the lot of the poorest sections of the rural 
community. The primary reason for this success is found in the abil¬ 
ity of the autliorities to replace the dispossessed landlords, m their 
capacity as capitalists and entrepreneurs, by the newly created insti¬ 
tution of “supervised” co-operatives manned by qualified agronom¬ 
ists and administrative personnel. The new system of cultivation 
combines the advantage of large-scale management with that of pro¬ 
viding the incentive of private gain to farmers and has proved to be 
more efficient in terms of productivity. Bull. Oxford Inst. Econ., 
May 1968, 30(2), pp. 73-104 (English). University of Oxford 


Gardner, B. D. and Fullerton, H. H. Transfer Restrictions and 

Misallocations of Irrigation Water. 

The hypothesis of the study is that allowing intercompany trans¬ 
fers of irrigation water would significantly increase the marginal 
value product of water. Regression analysis was used to explain a 
time series of rental prices for an area in Utah where four compa¬ 
nies freely exchanged water after a long period during wliich only 
intracompany transfers were permitted. Water delivered per irri¬ 
gated acre and type of transfer policy in use were the statistically 
significant variables and explained 89 per cent of the variance in 
rental price. Covariance analysis indicated that the greater flexibility 
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in transfer increased the real price of water per acre-foot by $1.84. 
Am. Jour. Agric. Econ., Aug. 1968, 50(3), pp. 556-71 (English). Utah 
State University and Iowa State University 


Hampton, P. Regional Economic Development in New Zealand. 

This study describes the pattern of regional economic develop¬ 
ment in New Zealand between 1952 and 1964, attempts by means of 
regression analysis to highlight the main factors causing differential 
inter-industry and inter-regional growth rates, and utilizes transition 
probabilities to examine long run tendencies in regional industrial 
concentration. 

One feature of the study is the general accordance of the econo¬ 
metric results with studies done elsewhere. A positive, significant re¬ 
lationship exists between industrial growth and industrial mobility, 
while regions tend to grow faster the closer they are to the largest 
temiinal market in New Zealand, the Aukland Urban conglomera¬ 
tion. The Markoff Chain Analysis suggests that the more northern 
regions will continue to grow at the expense of other areas and to 
become even more dominant in terms of industrial concentration. 
Jour. Reg. Sci, Summer 1968, 8(1), pp. 41-55 (English). University 
of Canterbuiy, New Zealand 

Hansen, B. The Distributive Shares in Egyptian Agriculture 1897- 

1961. 

This study was undertaken not only to obtain a simple description 
of income distribution and its development in Egyptian agriculture, 
but also in the hope that it might give some clue to the choice of an 
appropriate aggregative production fimction for Egyptian agricul¬ 
ture, and illuminate the effects of the Land Reforms of 1952. Finally 
the question of relative factor scarcity and international factor price 
equalization is touched upon. The main findings are that the share 
of rents has been falling, the share of non-agricultural inputs in¬ 
creasing, and the share of labor stayed about unchanged during the 
first half of this century. At the same time rent per acre seems to 
have fallen compared with agricultural wage rates. These findings 
do not fit well with the static Cogg-Douglas function. Other static 
functions are discussed which could explain developments, but it 
could also be done by considering the introduction of new inputs 
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and learning in a Cobb-Douglas function. It is shown that American 
data points to a learning period for fertilizers of 40-50 years, while 
that of Egypt may have been even longer. The rent control of the 
Land Reforms is shown to have had little immediate impact upon 
the share of rents, but with time a certain fall in the .share has re¬ 
sulted. The diminished relative scarcity of land to labor has proba¬ 
bly its natural explanations in the creation of substitutes for land in 
Egypt itself, and in the tendency to factor price equalization with 
U.S. and Europe where relative rents have fallen strongly. Int’l. 
Econ. Rev., June 1968,9(2), pp. 175-94 (English). 


Habbis, Jb., C. C. a Stochastic Process Model of Residential Devel¬ 
opment. 

The paper is concerned with the location of people on previously 
nonurban land in tlie fringe of a rapidly growing urban area. The 
model is a special type of a stochastic process referred to as a semi- 
Markov process. The rural-urban fringe is divided into subareas and 
the results of the model are expressed as probabilities of the sub- 
areas becoming urbanized in given time periods. Adaptations of the 
model for empirical applications are presented and applied to Sacra¬ 
mento County, CaUfomia. Jour. Reg. Sci., Summer 1968, 8(1), pp. 
29-39 (English). University of Maryland, USA 


Johnston, W. E. and Tolley, G. S. The Supply of Farm Operations. 

Previous studies have recognized that occupational mobility varies 
with age, but they have been impeded by imperfect measures of in¬ 
come to which career choosers respond. The present study develops 
a method of making inferences assuming that incomes influence 
choices but that observations of income are not available in statisti¬ 
cal fitting. The study is a methodologically distant descendant of co¬ 
hort analysis, wherein an attribute of people bom within a given in¬ 
terval is traced through time. While farm operator cohorts have re¬ 
ceived attention, they have not usually been the subject of statistical 
analysis, nor have they been related to income. 

Least-squares estimators are derived for an age group's response 
to income, relative to the response of any other age group. The esti¬ 
mating technique leads to indications about what farm-nonfarm in¬ 
come ratios influencing career choosers must have been, given past 



970 


Journal of Economic Abstracts 

clianges in farm numbers. TTie farm-nonfarm income ratios are 
found to be estimable down to a logarithmic transformation. This 
permits ranking of past income ratios as well as ranking of the 
difFerences among the ratios. An iterative procedure for obtaining 
estimates converges rapidly. Repeated synthetic trials are used to in¬ 
vestigate sampling distributions. 

Parameter estimates are obtained from data on six farm operator 
age groups over five decades, for the U.S. and regions. The estimates 
are used to make projections of age distribution, prospective 
changes in aggregate supply elasticity of farm operators, and income 
conditions likely to prevail in the future. Econometrica, Apr. 1968, 
36(2), pp. 365-82 (English). University of California, Davis and 
University of Chicago 


Kaneda, H. Long-Term Changes in Food Consumption Patterns in 

Japan, 1878-1964. 

There have been many conspicuous changes in Japanese hfe dur¬ 
ing the century that has elapsed since tlie beginning of the moderni¬ 
zation process in the late 1860’s. Although less marked than many, 
changes in food consumption patterns have been of considerable im¬ 
portance. It is the purpose of this paper to trace the changes that 
have taken place in the patterns of food consumption as reflected in 
the changing relative importance of various food groups, and to in¬ 
vestigate tlie interrelationships between aggregate food consumption 
and changes attendant to economic development. As much as avail¬ 
able data permit, the present study aims at relating changes in food 
consumption patterns to those of real income, urbanization, relative 
prices and consumers’ “tastes.” 

The study indicates that the income elasticity of demand for food 
remained rather low in Japan until the end of World War II. The 
income elasticities estimated of .3 or .4 for food during the years be¬ 
tween 1878 and 1922 and also during the years between 1922 and 
1940 mean that the Japanese did not change greatly their food con¬ 
sumption patterns as they became richer. People were content to eat 
the same kind of food that they used to eat when they were poorer, 
although there were gradual changes in the relative composition of 
food and some occasional improvements in processing and otlier ser¬ 
vices. 

The structural transformation of the Japanese economy in the 
1950’s was reflected in the beginning of the absolute decline in the 
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agricultural labor force and in the emergence of highly sophisticated 
industrial complexes in Japan. This transformation coincides with 
the radical changes in food consumption patterns of the Japanese 
people. As tlie level of income grew rapidly, the institutional and 
technological framework of Japanese life in general also changed 
rapidly. Under these circumstances, a drastic transformation took 
place in methods of food preparation and the patterns of food con¬ 
sumption. The income elasticity of demand for food increased to 
about .5 or .6. These indicators of food consumption remained high 
long after the peak prewar levels of income had been recovered. 
This study indicates that the geographic shifts of the population and 
the changes in the technological and institutional framework of food 
consumption played vital roles in determining Japanese food con¬ 
sumption patterns in the postwar years. Food Research Inst. Studies, 
1968, 8(1), pp. 3-32 (English). University of California, Davis 


Long, M. Interests Rates and the Structure of Agricultural Credit 

Markets. 

For monopolistic prices and profits to be maintained in an agricul¬ 
tural credit market, three conditions must prevail: the number of 
creditors from whom the debtor can borrow must be small; existing 
lenders must be able to protect themselves from the competition of 
new entrants into the market; and the lenders must have control, not 
only over cash loans, but over other forms of credit which might be 
substituted for cash borrowing. The article first analyses these condi¬ 
tions in the setting of Asian agriculture and then attempts to evalu¬ 
ate their impact on interest rates in the farm loan markets of India 
and Thailand. The focus of the study is not that of a particular loan 
or a particular village market. Examples of exploitation can certainly 
be found in the credit markets of Asia. But the more important 
question is the proportion of loans transacted on monopolized terms. 

It is argued in the article that the number of lenders from whom 
the farmer can borrow has been understated in some prior studies; 
and that merchants may combine the activities of retailer, money 
lender and purchaser of output for reasons other than monopoly. 
The empirical analysis attempts to judge whether the interest rates 
observed in India and Thailand could be consistent with competi¬ 
tive market conditions, employing information available on the risk, 
size, and duration distribution of loans, and administrative costs. 

The conclusion of the study is that interest rates on agricultural 



972 Journal of Economic Abstracts 

loans in South and South East Asia are high, possibly because of 
some monopoly in the credit markets, but primarily because capital 
is scarce, because farm loans are costly to administer, because the 
imcertainties of agriculture result in considerable loss through de¬ 
fault, and because die demand for credit is seasonal. These primary 
problems cannot be eliminated by government fiat nor can they be 
greatly eased by government organizations, they will be solved only 
as part of the general development of money markets and agricul¬ 
tural practices. Oxford Econ. Papers, July 1968, 20(2), pp. 279-88 
(English). University of Chicago 


Patiuck, G. F. and Eisgeubeh, L. M. The Impact of Managerial 

Ability and Capital Structure on Growth of the Farm Firm 

A simulation model of farm firm behavior in a dynamic environ¬ 
ment with elements of imcertainty was developed. The decision 
maker’s formulation of expectations regarding future prices and 
yields, his selection of alternative farm plans, evaluation of the ex¬ 
pected outcomes of the plans with respect to four goals, and imple- 
mi'iitation of the plan offering the highest level of overall satisfac¬ 
tion are explicitly considered. The expectations, goals, and resource 
position of the firm are adjusted to reflect the outcome of the partic¬ 
ular plan implemented, and the process is repeated for the next 
year. A case was simulated for a period of 20 years under three dif¬ 
ferent levels of managerial ability and 27 different capital market 
structures. It is concluded that managerial ability and long-term 
loan limits are the major factors, among those considered, influenc¬ 
ing farm firm growth. Am. Jour. Agric. Econ., Aug. 1968, 50(3), pp. 
491-506 (English). Purdue University 


Sahota, G. S. Efficiency of Resource Allocation in Indian Agri¬ 
culture. 

This study presents an analysis of resource allocation in Indian 
agriculture. Production functions are fitted to pooled data. Average 
and marginal productivity differences are derived for a number of 
inputs in the production of different crops, across different regions, 
and over various farm sizes. The results, on the whole, do not lead 
to the rejection of the hypothesis that there are comparatively few 
inefficiencies in resource allocation in Indian agriculture. Am. Jour. 
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Agric. Econ., Aug., 1968, 50(3), pp. 584-605 (English). Vanderbilt 
University 

SCHUTJER, W. A. AND Hallberg, M. C. Impact of Water Recreational 

Development on Rural Property Values. 

Public investment in water-based recreation facilities is made to 
increase the recreation potential of an area and to improve the eco¬ 
nomic resource base of the area. Estimates of the impact of one such 
investment on the structure of the land market and on property 
values were made for a rural area in Pannsylvania. The findings of 
the study support the general hypothesis that investment in water- 
based recreation facihties does significantly influence the value of 
rural property and the structure of the rural land market. Property 
characteristics and subdivision activity on surrounding properties 
had to be considered in addition to distance from the recreational 
development to measure the impact of this public investment Am. 
Jour. Agric. Econ., Aug., 1968, 50(3), 572-83 (English). The Penn¬ 
sylvania State University 

Snape, R. N. Price Relationships on the Sydney Wool Futures 

Market. 

The only commodity futures market in Australia, tliat of the Syd¬ 
ney Greasy Wool Futures Exchange, was bom in May 1960 and rap¬ 
idly grew to be one of the largest wool futures markets in the world. 
This study examines the market and reaches the foUowng conclu¬ 
sions: (i) the spot-futures price difference (basis) is affected by the 
seasonal pattern of wool prices) (ii) seasonality of spot price has 
decreased since (but not necessarily because of) the introduction of 
futures trading to Australia; (iii) basis at the time that contracts are 
open for delivery has tended to be negative and has varied in a sea¬ 
sonal manner; (iv) the market has passed through three stages with 
regard to basis, with futures prices tending to average more than 
spot prices in the first and third of these periods, and less in the sec¬ 
ond; (v) the market has been moderately successful for hedging 
purposes; and (vi) the market appears to have been used more by 
forward sellers of (actual) wool than by growers or stock-holders, 
and price relationships appear to have reflected this usage. Econom¬ 
ica, May 1968, NS 35(138), pp. 169-78 (English). Monash Univer¬ 
sity, Melbourne, Australia 
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Stout, T. T. and Hawkins, M. H. Implications of Changes in the 
Methods of Wholesome Meat Products. 

Both the meat procurement methods used by retail food stores 
and the associated pricing arrangements have undergone fundamen¬ 
tal changes in recent years. These changes mark significant adjust¬ 
ments in market conduct in the wholesale meat trade. Although 
much of the change that is occurring is in response to structural and 
technological changes in the industry, the rate of change seems ac¬ 
celerated by the growth of meat programs. Programs represent a 
primitive but rapidly evolving systems-approach to meat procure¬ 
ment, distribution, and merchandising. Detailed product specifica¬ 
tions, increased purchase by description direct from meat packers, 
formula pricing, and central warehousing figure prominently among 
the changes accompanying program development. The pressures 
which result from these changes impinge upon conventional atti¬ 
tudes and procedures in meat packing and in livestock production 
and marketing. Am Jour. Agric. Econ., Aug. 1968, 50(3), pp. 660-7 
(English). Ohio Stale University and University of Alberta 


Vdbe- Pluersen, J. Structural Problems in Danish Agriculture. 

Danish agricultural policy has m recent years to a considerable 
extent been based on the assumption of impending membership of 
the European Economic Community. Recent events indicate that 
such membership is not to be expected in the near future, and the 
author elucidates the consequences of this new situation for Danish 
agricultural policy. 

Continuation of the present support policy will tend to keep up a 
considerable export of agricultural products in spite of the fact that 
for some of these products tlie difference between the very low ex¬ 
port prices and the direct non-labour costs only yields a very small 
remuneration for labour and capital. This result is found not only 
for eggs and poultry, but also for milk products which constitute a 
very important part of Danish agricultural exports. 

The analysis also shows that the present support policy tends to 
discriminate against production of beef and veal. Furthermore, the 
policy of imposing levies on grain but allowing duty-free import of 
oilcakes discriminates against Danish production of protein-rich 
crops. 

The author proposes a shift towards an alternative support policy 
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which is neutral with respect to production and farm structure. Such 
a policy might be in the form of cash subsidies. As labour and capi¬ 
tal on family farms to a high extent are fixed and committed factors, 
such a change should not be expected to induce any very rapid de¬ 
cline of total Danish agricultural production. Also a neutral support 
policy may help to ensure that the decline of labour input in agri¬ 
culture will be harmonized with the possibilities for expansion in 
other industries. 

Finally, the conclusion is drawn that the arguments against the 
present restrictions on fusion and amalgamation of farms are 
strengthened in the present situation. Natiomlpkon. Tids., 1967, 
105(5-6), pp. 217-35 (Danish). University of Aarhus, Denmark 


Winger, A. R. Housing and Income. 

While recent studies of the housing-income relation have added to 
our insights into housing consumption, there is yet no consensus 
about what factors are important and how important in determining 
housing expenditures. The purpose of this paper is to offer evidence 
which may help to reconcile some of the differences in prior re¬ 
search. 

The first section focuses on the relationship between housing and 
income. It is noted that this relationship, for homeowners in particu¬ 
lar, cannot be considered independent of the credit variable, and 
empirical results are present which show that when the credit used 
is standardized, income becomes a less important factor in housing 
consumption. It Ls suggested that some of the differences observed 
in prior empirical research of the housing-income relation can be ex¬ 
plained in terms of the inclusion or exclusion of mortgage credit 
variables in the model, and it is noted that the interrelations be¬ 
tween these three remain a fertiale field for research. 

The second section focuses on certain problems related to tlie 
measures of housing consumption used in housing studies. It is sug¬ 
gested that the usual measures of consumption used in demand 
studies are “contaminated” because of the importance of supply con¬ 
straints in our housing market. While these constraints are most se¬ 
vere in the case of minority groups, it is argued that they influence 
housing consumption of most groups in some degree. Empirical re¬ 
sults are presented which lend support to the argument. As a final 
note, it is suggested that more research into the measures of con- 
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sumption used should bring results that will further help to recon¬ 
cile the differences which reflect in the results of prior research. 
Western Econ. Jour., June 1908, 6(3) pp. 226-32 (English). Univer¬ 
sity of Kentucky, Lexington, Kentucky, USA 


VAN Ypehsele, J, The Financing of the Common Market’s Agricul¬ 
tural Policy. 

After describing the main features of the common agricultural 
policy (CAP) of the European Economic Community (EEC), this 
paper presents an analysis of the financing of that policy. The CAP 
is earned out tlirough the European Agricultural Guidance and 
Guarantee Fund (EAGGF), the Guarantee Section of the EAGGF 
covers the cost of stabilizing internal agricultural prices and subsi¬ 
dizing farm exports from the EEC, while the Guidance Section 
finances expenditures for structural reform in farming and market¬ 
ing. 

Initially the expenditures of the EAGGF were relatively modest 
($38 million for the year July 1962-June 1963), but as the range of 
products covered by the financial arrangements increased and the 
EAGGF gradually took over the full cost of stabilizing internal farm 
prices and subsidizing exports, total expenditures rose sharply. For 
1968-69 (the first year in whidi the CAP will be fully operative) ex¬ 
penditures are estimated at $1.8 billion and are expected to remain 
at about that level afterward. 

The EAGGF derives its revenues from contributions by member 
governments according to schedules fixed through negotiation in the 
Council of Ministers and from a share of the levies on imports of 
agricultural products from non-EEC countries. 

As receipts from and contributions to the EAGGF by each country 
are not equal, transfers arise between the Common Market coun¬ 
tries. The transfers which have already taken place (in which 
France is the main beneficiary and Germany is the main contribu¬ 
tor) are analyzed, and a tentative forecast is made of future trans¬ 
fers. Inter. Mon. Fund Staff Papers, July 1968, J5(2), pp. 267-89 
(English, summaries in French & Spanish). International Monetary 
Fund. 

Bhat, L. S. akd Leabmonth, A. T. A. Recent contnbutions to the economic 
geography of India: some current preoccupations. Econ. Geog., July 1968, 
pp. 189-209 
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Bottomlky, a. Rent deteraiinatioii with the common ownership of land in 
underdeveloped areas. Middle East Econ. Papers, 1967, pp. 1-11. 

Bkown, L. H. A^cultural change in Kenya; 1945-1960. Food Research Inst. 
Stud., 1968, SCI), pp. 03-90. 

Bbown, L. R. The agricultural revolution in Asia. For. Affairs, July 1968, pp. 
688-98 

dell’Amore, G. La Carta dell’ortoflorofrutticoltura italiana. (With English 
summary.) Risparmio, March 1968, pp. 373-405. 
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products in West Pakistan. Pakistan Develop. Rev., winter 1967, pp. 485-503. 

GursE, J. W. B. Long term projections of agricultural supply and demand: Aus¬ 
tralia 1965 to 1980 (review article). Econ. Record, June 1968, pp. 224-34. 
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ment of man. Natural Resources Jour., April 1968. 
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March 1968, pp. 399-416. 
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Stud., Aug. 1968, pp. 721-37. 

Jaeger, M. Schiitzungen iiber einen schweizerischen Beitrag an den EWG- 
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Fund Staff Papers, July 1968, pp. 267-89. 
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Aegy, V. International Comparisons of Rates of Change in Earnings. 

This paper has two main objectives. First to attempt to explain in- 
ercountry differences in rates of change in earnings in terms of 2 
variables; differential unemployment rates and rates of growth of 
productivity. Differences in unemployment rates proved most signif¬ 
icant in a number of equations estimated for post-war data. The rate 
of growth of productivity was also significant for some of the equa¬ 
tions. This coefficient was not significantly different from 1 suggest¬ 
ing in effect tliat on average a lift of one per cent in the rate of 
growth of productivity tended to result in an increase of one per 
cent in the rate of growth of earnings. 

Second, an attempt was made to calculate international differ¬ 
ences in the degree of relative cost inflations by the simple device of 
estimating an equation explaining the rate of growth of vmit labour 
costs in terms of relative unemployment rates. Then differences for 
each country between estimated and actual unit cost growth would 
be indicative of changes in unit costs due to considerations other 
than demand pressures. The results here suggested that the U.K. 
performance was slightly better than average. Oxford Econ. Papers, 
July 1968, 20(2), pp. 221-32 (English). University of Sydney 


Crossley, J. R. Wage Structure and the Future of the Incomes 
Policy. 

The devaluation of the pound in November 1967 was a severe 
blow to those policy-makers who had hoped for an early and sub¬ 
stantial contribution to economic control from the new instrument of 
a voluntary prices and incomes policy. At the same time the need to 
make the policy effective has been greatly enhanced, if the advan¬ 
tages of devaluation are not to be quickly lost. A review of the ex¬ 
perience in other countries confirms that of the United Kingdom to 
date: that the Government can indeed restrain the rate of growth of 
money wages, but apparently only occasionally and temporarily, by 
imposing a stop to all wage incomes, which is entirely different in 
conception and administration from the various proposals made for 
a long-run wage policy. British economic policy in recent years has 

978 



Subjects 979 

overestimated the contribution to price stability which can be 
achieved quickly from this latter source and has neglected evidence 
which should have prompted a more cautious approach. It has also 
been slow in recognising that institutional changes are needed to 
make a long-run policy effective, as distinct from changes in the atti¬ 
tudes of those who operate the present institutions. The policy has 
been given too much emphasis as a balance of payments instrument, 
which gives it a purely negative and restrictive aspect from the 
viewpoint of the labour market participants. The more positive as¬ 
pects, but also the most difficult problems in devising an effective 
policy, are foimd in the treatment of wage differentials, through “ex¬ 
ceptions”. The present criteria for exceptions are productivity agree¬ 
ments, wage flexibility for labour market needs, low pay and compa¬ 
rability. The theory and evidence relevant to each is reviewed, and 
proposals made for changes in emphasis. Scottish Jour. Pol. Econ., 
June 1968, 15(2), pp. 109-28 (English). London School of Econom¬ 
ics and Political Science, UK 


Kurth, E. a. Social Implications of United Slates Manpower Train¬ 
ing Programs. 

Much work is being done to evaluate manpower training and 
other programs under the War on Poverty. Economists inside and 
outside government are undertaking Cost-Benefit analyses of exist¬ 
ing programs. Both the Senate and the House of Representatives 
conducted extensive Hearings in 1967 as a means of examining the 
War on Poverty. These evaluations were preliminary to the enact¬ 
ment of Amendments to the Economic Opportunity Act. 

The author of this article summarizes the provisions of recent leg¬ 
islation to provide job training under the Manpower Development 
and Training Act and under the Anti-poverty programs. Whereas 
most studies concentrate on economic benefits—number of persons 
trained and placed in gainful employment; improvement in earn¬ 
ings; persons freed from relief rolls, and the like—this article exam¬ 
ines social benefits. Evidence was gathered from the House and Sen¬ 
ate Hearings on die War on Poverty, from Labor Department stud¬ 
ies appearing in the Monthly Labor Review, from 1966 and 1967 
Manpower Reports of the President, from Manpower Research Proj¬ 
ects sponsored by the United States Department of Labor under the 
MDTA, and from various Manpower Conferences held diroughout 
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the nation in the past few years. These studies showed that the War 
on Poverty and Manpower Training Programs have eased racial ten¬ 
sions in some communities; have fostered interdenominational reli¬ 
gious cooperation in others; have helped rehabilitated workers to 
gain a sense of their own worth as human beings; and have helped 
foster programs of comprehensive, inter-agency cooperation in some 
of the nation’s larger cities. In other instances high school dropouts 
have been encouraged to return to school or to complete high school 
equivalency programs. 

The conclusion is that manpower studies are being pursued with 
the same vigor and zeal in the 1960s as was demonstrated in work 
on economic development in the 1950s. Also, that we learned much 
of the problems of human misery throughout the world in the 1950s. 
In the Manpower Training Programs of the 1960s we are showing a 
hke concern for problems at home. Reu. Soc. Econ., March 1968, 
26‘(1), pp. 71-84 (English). Loras College, Dubuque, Iowa, USA 


Palomba, N. a. Unemployment Compensation Program: Stabilizing 

or Destabilizing. 

The author devises a variance measure to examine the stabilizing 
effect of the unemployment compensation program witli emphasis 
on the experienc'e rating feature. The variance measure takes the 
variance of actual GNP and compares it to the variance of GNP in 
the absence of the unemployment compensation program to see if 
the program was stabilizing (whether it reduced the variance in 
GNP) or was destabilizing (whether it increased the variance in 
GNP). Two multipher mocUes were used—one devised by Arthur M. 
Okun and one devised by Arnold C. Harberger. Moreover, the vari¬ 
ance measure was disaggregated to look at unemployment benefits 
alone, unemployment collections alone, unemployment collections 
under each of the five different experience rating formulas, and a 
non-experience rated tax structure of 2.7 per cent. 

All the above was applied to the appropriate quarterly data from 
1948-1 to 1964-IV. Then the data were disaggregated to examine ac¬ 
tual benefits and actual collections with the Okun Multiplier, and 
actual benefits and 2.7 per cent collections with the same multiplier, 
dining each of the four business cycles which punctuated the post¬ 
war period. 

The results of the variance measure show that the unemployment 
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compensation program was slightly destabilizing from 1948-1 to 
1964-1V; however, the collections were stabilizing while the benefits 
were destabilizing. The results by cycles show unemployment collec¬ 
tions to be always stabilizing, but unemployment benefits were de- 
stabiUzing from 1953-11 to 1957-III and 1957-III to 1960-11, and sta¬ 
bilizing from 1948-IV to 1953-11 and 1960-11 to 1964-IV. 

The results with the two multiphers were virtually identical, as 
were the results with unemployment collections under each of the 
five experience rating formulas. Furthermore, the removal of experi¬ 
ence rating in favor of a non-experience rated tax structure had little 
effect on the stabilizing effect of unemployment collections. Jour. 
Pol. Econ., Jan.-Feb. 1968, 76(1), pp. 91-100 (English). Iowa State 
University 


PiOHE, M. J.On-the -Job Training and Adjustment to Technological 

Change. 

In the absence of technological change, on-the-job training takes 
place in the process of production. When change occurs, training 
also takes place in the process of innovation, installation, and debug¬ 
ging of new equipment. Analytically, training, production, and inno¬ 
vations should be viewed as joint products of a single process. The 
joint product, single process relationship entertains mechanisms 
which act to prevent structural imbalances in the labor market. The 
relationship also suggests that imbalances are unlikely to appear as 
job vacancies matched by workers unemployed but unqualified to 
fill the vacant jobs. Finally, the nature of on-the-job training and its 
role in adjustments to technological change suggests new interpreta¬ 
tions of labor productivity and job vacancy data. Jour. Human Re¬ 
sources, Fall 1968, 3(4), English. Massachusetts Institute of Tech¬ 
nology 


Pejovich, S. Technological Progress and Automation. 

The purpose of this paper is to provide some basis for evaluating 
two, most frequently mentioned, alternative manpower programs: 
training provided by technical schools and on-the-job training. It 
concentrates on a hypothetical group of people whose income from 
labor has been reduced due to technological progress. 

The preliminary results have been quite persistent in suggesting 
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that the average expected rate of return from investment in training 
provided by technical schools is higher than the corresponding rate 
from investment in on-the-job training. Thus, a simple cost-benefit 
analysis would judge the investment of a given amount in training 
provided by technical schools preferable to the on-the-job training 
alternative or, for that matter, to any combination of spending on 
technical schools and on-the-job training. 

The analysis presented in this paper demonstrates the existence of 
two additional effects which could, given certain assumptions, cast a 
serious doubt on the decision based on a simple cost-benefit analysis. 
Those are the employment and the substitution effects. The employ¬ 
ment effect favors the on-the-job training alternative. It is shown 
that investment in on-the-job training yields a lower rate of return 
than investment in training provided by technical schools but it 
promises a greater protection against cyclical unemployment. The 
substitution effect favors the on-the-job training alternative, too. The 
analysis indicates that it is not unrealistic to anticipate tliat the on- 
the-job trainees may choose to hold a larger proportion of their 
non-human wealth in less liquid but higher-yield producing assets. 
Rev. Soc. Exon., March 1968,26(1), pp. 40-49 (English). Texas A & M 
University, College Station, Texas USA 


Shkurti, W. J. and Fleisher, B. M. Employment and Wage Rates 
in Retail Trade Subsequent to the 1961 Amendments of the Fair 
Labor Standards Act. 

The purpose of this article is to survey tlie evidence pertaining to 
the effects of the 1961 extension of the Fair Labor Standards Act 
(FLSA) to cover wages and hours in retail trade. Particular atten¬ 
tion is paid to the effects on employment and wage rates. The meth¬ 
ods used involved comparing employment changes with the impact 
of the minimum wage and maximum hour provisions among 
branches of retail trade and regions of the United States which dif¬ 
fered in the extent of impact, due to differences in wage levels and 
average hours. Tabular analysis of the data is used, rather than more 
elaborate statistical techniques. 

As a result of the investigation, there seems to be no doubt that 
the data are inconsistent with the assertion that there were no ad¬ 
verse employment effects. While the effect on the economy as a 
whole may have been small, there is rather strong evidence that 
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some parts of the economy have experienced substantially smaller 
employment growth than would otherwise have occurred. The re¬ 
gion most severely affected was probably the South, and the branch 
of retail trade most severely affected was limited price variety stores. 
Over the period 1961-65, the results of the study are not inconsistent 
with there having been a 2.5 per cent smaller employment growth in 
retail trade, compared to what the growth would have been in the 
absence of the FLSA amendment. Southern Econ. Jour., July 1963, 
35(1) English. The Ohio State University, USA 

Stoikov, V. AND Raimon, R, L. Determinants of Differences in the 

Quit Rate Among Industries. 

Almost three-quarters of the variance in the interindustry struc¬ 
ture of quite rales is accounted for by the linear regression model 
featured in this article. The results of the cross-sectional approach 
are reported for 1963 when quits were relatively infrequent and also 
for 1966 when the advent of full employment occasioned a high rate 
of voluntary mobiUty, Contrasts between the two years in the impor¬ 
tance of the independent variables are emphasized, with institu¬ 
tional factors predominating in 1963 and economic factors in 1966. 

The several independent variables deployed are constructed from 
a blend of classical compensatory wage theory and contemporary in¬ 
dustrial sociology. Of particular interest is the wage variable. Be¬ 
cause the interindustry structure of wages is much influenced by 
differences in the skill-mix among industries, earnings levels first are 
standardized to the same skill-mix by being divided by an index of 
the quality of the work force in each industry. 

The independent variables whose 1966 values achieved statistical 
significance, in descending order of importance, are: quality of the 
work force, wage level corrected for the skill-mix, magnitude of re¬ 
cent wage increases, proportion of employees xvith brief job tenure, 
and the rate of lay offs. Am. Econ. Rev., Dec. 1968, 58(5) English. 
I.L.I.R. University of Illinois and I.L.R. Cornell University, USA 


Vanderkamp, J. The Phillips Relation: A Theoretical Explanation- 
A Comment. 

In a recent paper by Bernard Corry and David Laidler (Econom¬ 
ica, May 1967), it is argued that the shape of the Phillips curve de- 
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cil speciic&tloD of Philb’ps curve mtb /if negative „ 
tliroughout stands on shaky theoretical grounds. This comment 
tvvo-foJd attack on these conclasioas. First, three general reasons 
given for the negative slope of the PbiUips curve relating not only 
the existence of frictional unemployment, but also due to the er 
tence of structural and seasonal imemployment. The conclusion 
this analysis is that Cony and Laidler have omitted important arg 
nvents for a negative relationship between excess demand in the 
hour market and the level of unemployment by Corry and Laid 
leaves out of consideration the effect of involuntary separatior 
Some empirical evidence is presented concerning the relationsh 
between job vacancies and unemployment which supports the ge; 
eral conclusion that there is a negative relationship between exa 
demand and unemployment, and therefore a negatively sloped Ph 
lips curve throughout. Economica, May 1968, NS 35(138), p 
197-83 (English). University of British Columbia, Canada 

Barat, E. Emerimentarea noilor forme de cointeresare a lucratorilor d 
comert—resuftate, insufldente, directii de perfectionare. (Experimenting t 
new forms of material inceibves for trade workers—results, shortcorriln; 
directions of improvement. With English summary.) Comertul Modem, Ji 
1968, pp. 3-10 

Bean, L. H. Utilisation of human resources: the case of woment in Pakista 
Intemnt. Lab. Rev., April 1968, pp. 391-410, 

Belman, a. a. Trends in salaries of classified federal workers. Mo. Lab. Re 
July 1968, pp. 17-21. 

Bonilla, S., Rovella, M. A. and Fernandez Tuneu, R. La moral de traba 
y su relaci6n con las functiones t^cnicas de personal. Rev. Facultad Cienci 
Econ Admin, Dec. 1967, pp. 87-131. 

Christensen, T. G. S. and Svanhoe, A. 11. Motive and intent in tlie coi 
mission of unfair labor practices; the Supreme Court and the fictive formi 
ity. Yale Law Jour,, June 1968, pp. 1269-1332. 

Cohen, I. J. La Huelgal Delano and after. Mo. Lab, Res., June 1968, pp. 13-i 
Costa, E. Employment problems and policies in Madagascar. Intemat. La 
Rev., March 1968, pp. 217-50. 

Creutz, H. The I L.O. and social securlfy for foreign and migrant worke 
Intemat. Lab. Rev., April 1968, pp. 351 -to. 
de GrvRY, J. and Schrecle, J. Ine role of the third party in the settleme 
of gnevances at the plant level. Intemat, Lab. Rev., April 1968, pp. 333- 
Doeringer, P. B. Piece rate wage structures in the Pittsburgh iron and stf 
industry—1880-1900. Lab. Hist, spring 1968, pp. 262-74. 

Douty, H. M. Productivity bargaining in Britain. Mo. Lab. Rev., May 19 

pp. 1-6. 

Erenburg, M. Obreros Unidos in Wisconsin. Mo. Lab. Rev., June 1968, p 
17-23. 
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Fahooq, G. M. U^uf force participation rates in Pakistan. Pakistan Develop. 

Rev., spring 1968, pp. 74-103. ^ 

FiSHEB, M. R. Selection of skill, training and occupational mobi’itv Man 
School Econ. Soc. Stud., June 1968, pp. 111-30. ^ 

FuoM, P. O. Jobless trends in 20 large metropoliUn areas. Mo. Lab. Rev. 
May 1968, pp. 16-28. 

GiNZBEBO, E. Paycheck and apron-revolution in womanpower. Indus. Rel 
May 1668, pp. 198-203. ’ 

GiASs, J. C. Organization in Salinas. Mo. Lab. Rev., June 1968, pp. 24-27. 
Golov, A. Methodology of the measurement and planning of la^ur nrodiic- 
tivity in the U.S.S.R. Intemat. Lab. Rev., May 1%8, pp. 447-64. " 
Gordon, M. S. Women in the labor force. Indus. Rel., May 1968, pp. 187-92 
Goossault, Y. Rural "animation” and popular participation in Fre’n^-spejdng 
black Africa. Intemat. Lab. Rev., June 1968, pp. 525-50. 

Hsieh, C. Approaches to fixing employment targets in development plans. 

Intemat. Lab. Rev., March 1968, pp. 273-96. 

Johnston, G. A. The influence of international labour standards on legislation 
and practice in the United Kingdom. Intemat. Lab. Rev., May 1968, pp. 465- 


Kannappan, S. Unlimited labor supply and the problems of shaping an indus¬ 
trial labor force in India. Review article. Econ. Develop, and Cidt. Change, 
April 1968, pp. 451-69. 

Koziaba, K. S. Collective bargaining on the farm. Mo. Lab. Rev., June 1968, 
pp. 3-9. 

L/uine, H. J. Union contract ratiflcation procedures. Mo. Lab. Rev., May 1968, 
pp. 7-10. 

Landay, D. M. and Davis, H. E. Growth and vesting changes in private 
pension plans. Mo. Lab. Rev., May 1968, pp. 29-35. 

Landsberger, H. A. Do ideological differences have personal correlates? A 
study of Chilean labor leaders at the local level. Econ. Develop, and Cult 
Change, Jan. 1968, pp. 219-43. 

Leveson, I. Some determinants of nonfarm self-employment. Mo. Lab. Rev., 
May 1968, pp. 11-15. 

Loewenderg, j. j. Labor relations for policemen and firefighters. Mo. Lab. 
Rev., May 1968, pp. 36-40. 

Maitland, S. T. and Knebel, S. M. Rural to urban transition. Mo. Lab. Rev., 
June 1968, pp. 28-32. 

McNally, G. B. Patterns of female labor force activity. Inds. Rel., May 1968, 
pp. 204-18, 

McNulty, F. J. Labor problems and labor economics: the roots of an academic 
discipline. Lab. Hist., spring 1988, pp. 239-61. 

Morse, D. A. The World Employment Progranune. Intemat. Lab. Rev., June 
1968, pp. 517-24. 

O’Brien, F. S. The "Communist-dominated” unions in the United States since 
1950. Lab. Hist., spring 1968, pp. 184-209. 

Oppenheimer, V. K. The sex-Iabellng of jobs. Indus. Rel., May 1968, pp. 219- 
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PfixHE, R. Workers’ labour inspection delegates in Belgium with particular 
reference to mining. Intemat. Lab. Rev., May 1968, pp. 429-45. 

PuRSELL, D. E. Bantu real wages and employment opportunities in South 
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1968, pp 210-38 

Taluot, f E , Jh Major wage developments in 1967. Mo Lab. Rev., J 
1968, pp 9-16 

Weller, R H A historical analysis of female labour force participation 
Puerto Rico. Soc. Econ. Stud., March 1968, pp 60-69 
WiLENSKY, H L Women’s work; economic growth, ideology, structure. Ind 
Rel, May 1968, pp. 235-48. 

ZicGER, R. H Senator George Wharton Pepper and labor issues in the 192 
Lab Hist, spnng 1968, pp 163-83. 

The migratory farm worker. Mo Lab Rev, June 1968, pp 10-12 
The Phillips relahon: a theoreHcal explanation Comment by J Vanderkat 
Reply by B. Corry and D Laidler. Economica, May 1968, pp. 179-84. 
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Jour , June 1968, pp 1368-1400 



Population; Welfare Programs; Consumer Economics 

Cohn, E. Economics of Scale in Iowa High School Operations. 

This study attempts to shed some light on the cost and output 
functions of the Iowa public high school system (as of 1962-63). As 
a proxy for high school quality, incremental test scores on the Iowa 
Tests of Educational Development (ITED) are used. The estimated 
per pupil cost functions suggest the existence of significant econo¬ 
mies of scale for the Iowa sample of 377 high school districts. When 
a parabolic cost function is utilized, an optimal high school size (in 
terms of the number of pupils in average daily attendance) can be 
estimated. Confidence limits for such an optimum are also calcu¬ 
lated. Jour. Human Resources, Fall 1968, 3(4), English. The Penn¬ 
sylvania State University 


Gisser, M. On Benefit-Cost Analysis of Investment in Schooling in 
Rural Farm Areas. 

The effect of additional schooling on economic productivity of 
human agents working on farms is estimated. The cost of schooling 
is measured by estimating the direct cost of schooling and income 
foregone while attending school. A model of the farm labor market 
is constructed. Schooling appears as a predetermined variable in the 
supply and demand functions of the model. The empirical results of 
fitting cross-sectional data to a reduced equation in which the farm 
wage rate is a dependent variable are utilized in order to obtain an 
estimate of the pecuniary benefit of schooling. The benefit-cost ratio 
of schooling in farm areas is computed to be 2.37. This result sug¬ 
gests that comprehensive rural development in the less developed 
countries should strike a balance between investment in schooling 
and tangible capital. Am. Jour. Agric. Econ., Aug. 1968, 50(3), pp. 
621-29 (English). University of New Mexico 

Benham, L., MAtmizi, A. and Reder, M. W. Migration, location and remunera¬ 
tion of medical personnel: physicians and dentists. Rev. Econ. Stat, Aug. 
1968. , . 

Bowier, L. F. and Macisco, J. J. Education of husband and wife and fer¬ 
tility in Puerto Rico, 1960. Soc. Econ. Stud., March 1968, pp. 49-59. 

Busch, C. La m^thode des budgets-temps. Analyse dune recherche sovietique. 
Population, Jan.-Feb. 1968, pp. 35-60. 
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Cochrane, D. The cost of university education. Econ. Record, June 1' 
pp. 137-53, 

Demetbescu, M. C. Un instrument al analizelor stnictuiale $1 pieviziuni 
cerdi: bugeteie de famille. (An instrument for structural analysis and fc 
cast of demand: family budgets. With English summary.) Comertul Mode 
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Ecner, E. Die Konsumentengesellschaft, Wirklichiceit oder AufgabeP Jah 
f. Nationalok. und Stat., June 1968, pp. 518-48. 
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of birth rates. Econ. Develop, and Cult. Change, April 1968, pp 404-11. 

SiNCBXi., L. D. Barriers to earning income. Quart. Rev. Econ. fit Bus., summer 
1968, pp. 35-44. 
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Related Disciplines 

Shabkansky, I. Regionalism, Economic States and the Public Policies 

of American States. 

Several economists and political scientists have argued that the 
expenditures and public services of state and local governments are 
dependent on the level of “economic development” svithin their ju¬ 
risdictions. Yet economics alone does not provide a thorough expla¬ 
nation for public policies. CoeflBcients of determination indicate that 
economic measures provide substantially less than one-half the sta¬ 
tistical explanations for most measures of policy. 

This article considers the regional explanation for the policies of 
state and local governments. Neighboring states have experienced 
migrations, economic crises and ideological trauma at similar points 
in their history, and these experiences may have set the patterns re¬ 
flected in current government activities. Moreover, the tendency for 
public officials to consult with their counterparts in neighboring 
states may serve to reinforce regional norms and keep them current 
with new developments in public policy. 

By means of analysis of covariance, tliis article tests the salience 
of the regional explanation for policies while controlling for three 
measures of economic development: per capita personal income, ur¬ 
banization and total personal income. In order to accomodate the 
plural conceptions of regional borders, it employs three analyses of 
covariance with three separate regional demaractions of the states. 
It employs 42 measuies of public poheies, including variables that 
assess the expenditures of states, and the expenditures of state plus 
local governments; intergovernmental payments and receipts; taxes; 
debt; and service levels in the fields of education, highways and 
pubhc welfare. 

Although the statistical tests show region to be a significant inde¬ 
pendent variable with respect to most measures of public policy, it 
is evident that region, per se, is not a satisfactory explanation for 
government activities. Yet when the findings are viewed along with 
other information about the American states, the regional variable 
provides important clues about the determinants of pubhc policy. 

By searching in regional history for the roots of government activ¬ 
ities that are regionally sahent, it is possible to add substantially to 
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